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South Korea 
announces 
1990 deficit 
of $2.1bn 
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the Soviet Union in an Aeroflat 
jet following aiscnaons in 
Tehran with Mr Ali Akbar 
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A FULL-SCALE ground 
offensive by US and allied 
troops to force Iraq out of 
Kuwait is likely to begin 
shortly, possibly within a few 
days, unless there is an imme- 
diate start to a massive and 
rapid withdrawal. 


president's national security 
adviser, said there was now “a 
certain tempo to military 
operations which is important 
to maintain to save allied lives. 
We're not going to break that 
tempo unless it is clear that he 
(Saddam Hussein) is complying 








Mr Baker also clarified Presi- 
dent George Bush’s remarks 
last Friday when he urged the 
Iraqi military and people to 
oust President Saddam Hus- 
sein. Mr Baker said the 
removal of the Iragi leader was 
not a war aim or goal, but 





SOVIET UNION 


Through the 


Allied ground offensive likely within days 


By Peter Riddell, US Editor, in Washington 
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Orders for 
jets will fall 
sharply 
says Airbus 


By Paul Betts and Charles 
Leadbeater in London 





At least 22 people were killed SOUTH Korea's current i 
ini Mr James Baker, US secre- with the United Nations Secu- would be “a very desirable ial j 
Loci bebe timated account, which has consis- tary of state, yesterday said rity Council directive.” He said _ result.” He said that if Mr Sad- CEES ter ca amerclal Jet 
bull ring in ie the can- tently recorded large surpluses there would be “no pausing, no this must mean total and rapid dam remained in power it the record levels of more than 
tre af Colombia's cocaine trade. bince the mid-1980s, fell in into ceasefire” amid increasing withdrawal without conditions. would make a stable future for 1,000 aircraft during each of 
‘Terrorists wi for drug rupt deficit last year, accord- signs both from Saudi Arabia Senior US officials also the Middle East “much less the past three years to an 
traffickers ‘claimed ing to figures announced by and Washington that military opened the possibility that Iraq _ likely and would tend to move annual total of only between 
responsibility for the attack. the Bank of Korea. preparations for a ground cam- might have to leave behind in things in the other direction.” 10 and 200 aircraft during the 
fe The central bank reported paign are complete. Iraq hasto Kuwait some of its military The uncompromising mes- : next few years, according to 
Paget... a deficit of $2.1bn in 1990, — leave Kuwait,” he said. equipment by insisting that sage from Washington cameon ™ = Semin | the latest forecasts of Airbus 
Sanctions to stay roughly in line with a forecast Baker: “No ceasefire” Mr Brent Scowcroft, the any withdrawal must be “fast.” Continued om Page 14 Cheney: “Clearcut victory” { tndustrie 
last November, compared with fs fn 
Sinlaas seed eee @ surplus of $5.1bn in 1989. S denne ae ee ir 
maintain Page 14 o! an air- 
all trade, financial and sport- craft consortium, said the 
ing sanctions against South EUROPEAN Monetary System: ( decline in the level of sew 
Africa bending more ¢ concrete Sterling came off the bottom ordcers would occur irrespec- 
steps towards the abolition of the exchange rate mecha- tive of the length and depth of 
_ of apartheid. Page 4 nism in spite of a cut of 4 per- By Quentin Peel in Moscow and Roger Matthews in London the current economic reces- 
‘f centage point to 13% per cent ‘> R es sion. 
US-israelii rift in UK base interest rates. THE Soviet Union will today : “Onr analysis snggests that 
Wednesd: th attempt to persuade Iraq t hether th 
Israel jay’s signal from the rsuade Iraq to whether the present recession 
De eee Bank of geal eras drop its conditions for with- is over soon, with oi! prices 
dented protest by President followed a small reduction in drawal from Kuwait, as Presi- and interest and inflation 
Bush over a press interview the Bank of Spain's money dent Mikbai} Gorbachev's rates returning te historical 
given by Zalman Shoval, the market intervention rate, the peace initiative in the Gulf war Jevels, or whether it turns into 
Israeli ambassador in Washing. | ™ain instrument of Spanish is given fresh momentum with @ more severe and long drawn- 
ton, which criticised US policy credit policy. It was assumed the arrival in Moscow of Mr out affair, worldwide orders 
towards Israel. Page 14 that the two moves were co-or- daria Aziz, Iraq's foreign mix- for commercial jets will tum- 
: dinated. The peseta remained ble from their recent record 
Mrs Ozal to run firm at the top of the ERM, The Sovint leader will oe levels, he said in a paper to 
while the pound was replaced, seeking urgently to clarify the the American Institute o! 
Mne co ee by the French frane as the offer made by Iraq on Friday to Aeronautics in Los Angeles. 
announced her bid to‘head the weakest member. Currencies, accept United Nations Resolu- The steep decline in new 
Istanbul branch of the ruling Page 27 tion 660 and withdraw from orders reflects the huge order 
Motherland party, in 2 move ware, Gini an aon. in the Gall Ia ee ee — es — wy ne = i : 
guarant Ems ebru in aunc! ir iong- few years by the world’s 
furore. Peer cause a political E 15, 1991 awaited ground offensive. three leading manufactur- 
J GRID Mr Aziz was due to arrive in ers — Boeing, Airbus and 
Mont Blane deaths ™ Moscow last night via Tebran McDonnell Douglas. The mun- 
A block of ice about 50 after crossing the border from ber of commercial jets on 
at Og masters Iraq by road. He was flying to order totalled 3,746 aircraft at 


the end of last year. 
The commercial aircraft 
business has also traditionally 









10 were still missing. Velayati, the Iranian foreign been a latecieie industry feel: 
erde poll minister. ing economic downturns an 
S neat id Before leaving Tehran on a recoveries several months 
ston fe completed its tran- special Aeroflot flight, Mr Aziz after other sectors. 
ion from one party to told reporters: “If the United But Mr Brown said annual 
prulfi nc Lap og bob catadeol pres: States rejects cos offer on Gellverses by the three aircraft 
overloo: e internation: suppliers were expec G 
ted to end the PAICY party's, demands we will have no alter- f remain stable at around 
iS-year native but to continue our : dee ets, 00-700 jets a year during the 
us marine amphibious tracked vehicles wards ne: years. 
Econom y in danger Tnepite of the Soviet Union's moving norti in the Saudi Arabian desert yesterday “This 1s not perhaps as high 
Cosel Prerigent Vaciiy Havel obvious desire to te a view. consists of the fact that human suffering. We hope that unconditional withdrawal from with Moscow. He forecast an | as all of the manufacturers’ 
cised his parliament for peace deal, the laa the Iraqi leadership is the forthco1 conversations Kuwait in his talks with Mr intensified drive to find a peace | most optimistic plans, but it 
delaying economic legislation still likely to face a coat tine of withdrawal from Kuwait,” in Moscow the envoy of Aziz. formula and was pleased by | will provide a volume of busi- 
and warned that Czechoslo- from Mr Gorbachev on the he said. the Sraqi president will make it There have been growing en 's assertion that it was not | ness adequate to support prof- 
valia faced economic collapse absolute need to obey all the “Unfortunately, this princi- possible to advance towards signs of conservative pressure conditions but rais- | itable continulag participation 
wrangles over privatisa- United Nations resolu- pled provision is linked to the goal Which remains on Mr Gorbachev insid: the pe mate issues. by all three major seppliers.” 
tion were resolved. ee a tions - and therefore to with- many conditions which can une) mt of Soviet Union to dilute his sur- Bet ‘Arab members of the | he said. 
Romania wariing ~ draw from Kowait unc.ndi- render it meaningless" Mr all the te resolutions part for the allied campaign in US-led coalition ih the Guif Airbus also expects concea- 
Pe ore fa tionally. Abdul Amir 21-An! Trag’s of the Security Council,” the Gulf, and fears éxpressed were snuch sess optimistic. Mr | tration tc increase in the air- 
The Romaniab government This was stressed over the ambassador to the UN, empha he said. that the Soviet Union looked Esmat Abdel-Meguid, Ezypt's | line industry. “Our forecast 
fold rallirayroee. they could weekend both by. Soviet off  sised yesterday that Mir Jacques Poos, the Luxem- likely to lose all its influence foreign minister. said Iraq's | shows that worldwide 12 air- 
be dismissed or prosecuted clals, and by three European had not put forward conditions  bourg foreign minister and cur- in the region. So far, however, conditions contradictzd UN | lines or airline entities, each 
if they conitintied an eight-day- Community foreign ministers but rather “legitimate issues”. rent chairman of the EC Coun- that has simply refuelled Resolution 660, while Sheikh | of which will need delivery of 
old sizike which is canine, who met Mr Gorbachev on Sat- Mr Churkin also repeated cil of Ministers, said he and his Soviet efforts to promote a Sabah al-Ahmed al-Sabah, } over 200 aircreft during the 
pthe country. urday. the Soviet hope that the Iraqi from Italy and the peaceful settlement, while Kuwait's foreign minister, pre | next 20 years, will account for 
UK poll options Mr Vitaly Cburkin, the move could prove tobe “a start Netherlands “at no time in our steadily backing the joint UN dicted that the Moscow ‘talks | 54 per cont of all deliveries 
cf Soviet Foreign Ministry towards peace, notthecontinu- meetings... had the feeling position. would fail. during this period,” Mr Brown 
The UK Government brought poured cold water ation of fruitless pro propaganda that the Soviet Union was slid- _ Today’s talks in Moscow will “There will not be anything | said i 
forward planning of future leg- on Saturday on the initial campaigns while the bi ing away from its support for be anxiously awaited through- positive from the Iraqi side Despite the Gulf crisis and 
islation to leave open for as Soviet enthusiasm for the Iraqi continues. the anti-iraq alliance. out the Middle East. unless there is a change in the | the severe airline industry 
long as:possible the options eats. because of the string "Soviet diplomacy sees its “There are no cracks in the Mr Taher al-Masri, Jordan's Maeuealtty of its leadership", he | slump, Airbus does not expect 
of calling a general apparent conditions main task in bringing aboutan coalition ranks,” he said, foreign minister, said that the any significant softening of its 
Page 14: Caution in the face sttached to it, early end to the war, putting adding that Mr Gorbachev apparent Iraqi flexibility had Galt reports, Pages 2 and 3; | cuirent order book. 
ofchaHenges, PageiZ “The chief thing, in our an end to destruction and would be demanding Iraq's come as a result of contacts Editorial comment, Page 12 Continued on Page 14 
Seven-year Emit a > 
inberfistsaiemen one eorgian president urges west eee 
.of six ae eane : 
said Washington could keep 2 
the bases for seven years, but d p pp fe 1) 
ey war wang to drop support for Gorpachey et 
4 By John Lioyd in Thilisi 
Afghan ambush Page 4 ; 
Guerrillas fighting the Soviet- THE president of the Soviet gian interior minister, admit- : 
* patked government in Afghan- -Tepublic of Georgia, which has Et he had tried but failed to Pear aes 
istan ambushed a supply con- followed the Baltic states in secure supplies of machine US NB TIN ei orsmslOnae hi 
‘voy in the northern province : seeking independence from guns from a weapons plant in ee ee 
: of killing 14 people pacding . has appealed to west- Tula, in Russia, in exchange 
, and burning four military am ern leaders to end support for for food. Ee 
3 vehicles. Soviet President Mi Gorb- However, he suggested he BRACKNELL: : : 
achev and to open links with could buy weapons from inter- , se ; ae a 
“US embassy attack the governments of the rebel- national arms suppliers. cen : Baer 
AUS marine washurtina lious republics. The republic is largely cut : i 
’ late-night rocket attack-on the - Mr Zviad Ghamsakhurdia off politically from Moscow, = a 
‘“yesidence of US embassy sect- said: “The west must give con- and has the republic's KGB 
__dity staff in Santiago, Chile. crete help to republics and not under its control. Mr Ghamsak- 2 
“No one claimed responsibility, Page 16 fp the pene [Moscow because burdia said he no longer talked S@o¥ ft e 
Police said.” pe pete fate a must understand that this is “forbidden” Mr Rafik Nis- 
Hi strike the end of the imperial power. hanov, chairman nin- 
Hance cee cart Rmeecmmorataie | Wao” ae pala gia ation in he CUT YOUR OVERHEADS 
capital, will start a hunger financing its deal a a ee eae pre i 
strike foday unless the commu {bay the subsidiary ofthe | i‘movement and a free eoot role, fom making further ink IN ONE BEAUTIFUL MOVE 
ie Stalinist leader Enver collapsed British and Common- y." he would not dare.” tiatives. “I told him he is inter- 
eter the title of their wealth group. . Mr Ghamsakhurdia said the The nationalist government vening in the affairs of a sover- Whether you're expanding or Development Grants and low-interest loans 
“Hoxha from the Page 16- declaration of presidential rule of the Sm-strong Transcauca- ‘ign state.” consolidating we can help reduce your as well as our low business rates, and you'll 
eevee cds BRITAIN: sales volumes in over Georgia, and an “inva- sian state which ousted the Neither Mr Ghamsakhurdia overheads and increase your profits in one be moving to an area that combines a 
‘Captives released UK stores have dropped on sion” of Soviet forces, was Communist administration last nor any leading Georgian poli- beautiful move. superb commercial environment with an 
“Three French aid workers beld an annual basis for the first probable. “However, Gorba- year, has enrolled 2,000  tician saw the possibility of New high specification manufacturing ourstanding quality of life for you and your 
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By Tony Walker 

in Dhahran 

ALLIED front-line soldiers 
reacted with and scepti- 


cism at the weekend to pros- 


Galf crisis, as preparations for 
a massive land, sea and air 
onslanght against Iraqi posi- 
tions in and around Kuwait 
continued 

Commanders of the US- 
dominai ition said the 


Spend a lot more 

rt. “I remember the nego- 
tiations to end the Vietnam 
war,” he said. “It was a real 
long process. Both sides want- 
ing peace is sometimes not 


the 
tle might not be necessary 


increased bombardment of 

Iragi positions across the 
Kawait frontier. 

US marines saw the bom- 

perhaps the heavi- 

est so far, on forward Lragi 


Meanwhile, ont in the Gulf 
itself, a marine amphibious 
task force was moving into 
place. Some 31 veasels and 
30,000 sailors and marines 
were 


Marines of Nos. 4 and 5 
Marine Expeditionary Bri- 
gades are expected to he 
among the first to laumch a 
ground assault against Iraqi 
troops in Kuwait. The marines 
have been trained to deal with 

environ: 


is the largest since the Inchon 
landing in Korea [nearly 40 


the ship USS 
. “The amphibious 
task force is the only means 
the president has to project 
sea power onto land. We can 
make a political difference.” 


THE GULF WAR | 


Two US soldiers killed by missile from one of their own helicopters ee 
| India 


Armies exchange fire as Iraqis cross border ivy us 


By Victor Mallet in Riyadh t 











: ‘ ats ine: 
i veillance radar were hit, appar- caused by American westions. © good guy from the bad guy”. =the allied air of area in an attack ona bridge fi elling 
Oe wceel a Reet oe ently by one or at Hellfire arene will probably be US officers said the iraq and Kuwait, one US-of- Fallujah — although the raid re! Ul eo o: 
rate engagements yesterday missiles from an Apache. “The other friendly casualties,” Brig- wicans had s all cer said he was on Bebroary i ae as lit es : 
morning along Saudi Arabia's obviously made a mis: Gen Neal conceded. “Wevhave seven engagements to inter. had removed a British aire : acl 1 
northern berder with Kuwait take,” said one US officer. a solid programme of to cept Iraqi probes, “We're being to make it look as it amo Lc ined to : 
and Iraq, and the US said two Tt was the second serious avoid friendly casualties. We very aggressive in our had been attacked. 5 The Ui = declined h By KC Shanna 
ee ca igs aad by iat fire”. Mee pouaere ee oe ite Cet Neel. ot thane Ee red alleges thet eiviieos went awry, but Group Capt . in New Delhi, - 
fApoche belcoers, "Seven US Marines were Kiad wii? eaprassed hope thet im a: [the Tragl eneme] feels he's ware [ile tn bombing raid Niall ving, the itis jie ‘THE INDIAN goverment Ti 
i Maverick missile i i i ~ as, blind as disposition Euphrates. man, flawlessly refuelling 5 
Ue soskeaman said ira il S attack over the For. opposed toa surprise Tragi | US forces.” . _.  hajah on February 14, showeda = matic performance as he sopra craft on their. way-1 
forces crossed the frontier in der, and almost all US ground probe — there would not be; As controversy continued video iB a how ane laser-guided the Gulf after a threat by M 
what seems to have been a casualties have so far been “any problem separating the; over Iraqi civilian casualtiesin astray and hitting a civilian bomb iad ‘vome iy Rajiv Gandhi's Congress part 
series of aggressive during posslb at the weekend withdra 


probes 
were confronted with US 
tanks, TOW anti-tank missiles 





and two armoured personnel by only 25 rafe tare 
carriers, Iraqi multiple trate the difficulties of co-ordinating air yards, according to US soldiers invoived. friendly and enemy tanks and - which are the rred 
a on ‘eee during intense The US troops called up artillery fire vir- but confusion is in the general gets, and had flown, across it 
kers were destroyed. Twenty ground battle - difficulties liable to tnally on top of their own positions ia a “fog of war”. Ee 406 a tess rather than along it Sper ie 
8 IHied eg ; fraat attack "7 1 ‘i ity tol is civil 
up ero et gets under way, writes In the incident at Khafji, the A-10 pilot dents ‘in Vietnam — the commander of US ian deaths, he said. Bomba 
sent south to allied lines, in By Force officer im the oni bere bel sens, Peven ee forces in the Gulf, Gen Norman Scirwarz- could be sean exploding of eno 
See hod hen 2,01 co-ordinators with decide whetier the vehicle was Iraqi or Vietnam - while the Pentagon admits which ‘went astray was visible 
dawn, when 2 Bradley fighting grat poonis with ve weapons, Wheres | uugh ty make avibeal check even i'he during the Decomber 1089 invasion of right Tt was not joown if thate 
5 i a even i 
vehicle and an M-113 armoured you put people with live weapons, paoneh pe mer luring re fecha zy ‘ 


Supply run: a Sudanese refagee 


carries water throngh 


camp in Jordan, where he and 


‘ ea gh he Seed 
ages iad eam aS 


es 





Allies move flotilla of minesweepers into the northern Gulf 


By David White, Defence Correspondent 


A FLOTILLA of mi 

vessels has eid tie ie 
northern ee the Gulf, ma 
further allied 

tions for an otfensive to take 
Kuwait from [raq’s occupying 


Clearing Iraqi mines from 
the waters off Kuwait would be 


a Precursor to any 
taval participation in the 
landing b: 


al whether a vy 
the US marines gathered in the 


area or supporting naval gun- 
fire. 


minehunters in the Gulf sailed 
morta Pom! E week, 
in London. The mine counter- 
force ludes a 

h command ship, the US 
helicopter-carrying assault 
Stallion 


Iraq faking damage, 
Pentagon alleges 


By Peter Riddell, US Editor, In Washington 


THE Pentagon has accused the 
Iraqis of deliberately damaging 
civilian buildings to look as if 
ey bed been. nit. by allied air- 


Rear Admiral Mike McCon- 
neli, head of intelligence for 
the US joint chiefs of staff, said 
the US had evidence the Iraqis 
were “faking” some of the 

is aa one 
building and shown it to west- 


which subsequently appeared 

on western television ~ to 

back up Baghdad’s claim that 

US and allied attacks were 

aiming at civilian targets. 
The admiral sai 


said: “We are 
absolutely certain that that 
damage was not inflicted by 
coalition forces.” He declined 
to specify the building. 

Later, a US official was 
reported in the Washington 
Post newspaper as saying that 
@ mosque near Basra might 
have been dismantled by the 
Iraqis. Satellite photographs of 


Another official said the 
Iraqis had blown up a building 
to make it appear that it had 
Deen done from the at: and 

ited reporters on a . 
to charge Traqi 
leadership had deliberately 

i command head- 


mixed military 

quarters with civilian and resi- 

dential areas, such as hospitals 

and schools. 

ace, Dick Cheney, Lr us 

‘defence secretary, said the 

bunker in Baghdad bombed 

last week with heavy losses 
for 


perhaps 1 per cent of the city’s 
residents: “It’s not the kind 


g 


ve remained in the 


Preparation for shi- 


freeing the whole area of 
mines, 
would need to be kept clear. 
Officials said there were 
indications that Iraq had laid 
;mines in the approaches to 
“Kuwait anid off the beaches, in 
addition to mines left over 
from the 1980-88 Iran- ‘war 
which had still not been 
cleared. 


A number of mines has been 
sighted om the surface in 


recent weeks, floating south 
waiter 
ve 
several different kinds of mine. 
These include buoyant mines, 
moored to a sinker on the sea 
floor and usually triggered by 
direct contact. It is also 


its engine noise. 


‘Date for ground attack not 


By lan Davidson in Paris 
THE Gulf war allies were 
agreed on a general time-frame 
for the launch of a ground 
offensive against the [raqi 
army but no date had been set, 
Mr Pierre Joxe, the French | 
defence minister, said yester- 


for the start of a land war. 

Mr Dumas implied that a 
land offensive could not be 
avoided unless fraq embarked 
on an immediate and massive 
withdrawal from Kuwait. 

mare ie cea We 
pre-eve” i sive, 
gh he did 


understand why this kind of 


be deflected by the conditional 
proposals advanced by Iraq 
jJast Friday, and he claimed 
that this point of view was 


Moscow. 
He said Iraq's conditional 
offer to withdraw from Kuwait 


Roland Dwmas: 
pre-eve” of the offensive 


“Eve or 





“can have no meaning for the 
coalition unless it is followed 
by immediate effects on the 


immediate and unconditional 
withdrawal, we should start to 
take it seriously," he said. 
“Otherwise, we should just be 
dealing with diplomatic gestic- 
ulation,” 

The minister was confident 
that this point of view was 
shared in Moscow. He said the 

leaders i 


that the conditions put 
forward by the lraqi regime 
voided their proposals of all 
interest. 


ini 

He said he would be sur- 
prised if President Mikhail 
Gorbachev should today 
change the position adopted by 
the Soviet Union in the Secu- 
rity Council since the start of 


‘the Gulf crisis, and he did not 


expect that ane situation 
wo changed by visit 
to Moscow of Mr Tariq Aziz, 


The minehunters search 
with sonar and dispose of their 


uarry remi 
vehicles to set explosive 


ec 

Mine-couni vessels are 
to remain active m*the-region 
after Iraqi forces have been 
temoved from Kuwait, so as to 
ensure the immediate provi- 
sion of supplies and the longer- 
term safety of shipping in the 
northern Gulf. 


set yet’ 


the Iraqi foreign minister. 
He said this visit should be 
watched “with the greatest 
interest", since the object 
should be to draw Iraq towards 
the position of the UN Security 
Council, not to draw the Soviet 
Union away from the position 
of the Security Council. 
Mr Dumas reiterated the 
government's support 
for an international peace con- 
ference after the war was over, 


tion, 
to the creation of a Palestinian 
state, he said; and he indicated 
pacar Eo goverament 
continua regard Yassir 
Arafat as the leader of the Pal- 
estinian people, regardless of 
his support for Mr Saddam 

ain the 
occupied territories,” 
he said, “the PLO remains pop- 
ular and representative, and he 
is the PLO until such time as 
some other representative fig- 

ure comes along.” 

At the same time, he said, 
the international conference 
should Provide security for 


Haggling over the price of withdrawal from Kuwait 


The process of bargaining on Iraq’s offer to withdraw would be recognised in any bazaar, writes Roger Matthews 


ven into acted through the initial part of this _[raq’s ambassador to the UN, began A re-reading of the statement accepted by the US and its allies as armed forces. Victory for the Iraqi 
a Middle Eastern bazaar ritual on Friday. Iraq has offered to the process at the weekend by sug- issued by Iraq's Revolution Com- part of the Gulf problem created by forces, the world is assured, 
needs to remember two give the US what it wants, with- gesting that the price for withdra mand Council (RCC) on Friday Iraq. Mr Saddam will get nowhere on» certain in coming days as it had 
things. First. that the seller may ini drawal from Kuwait, but has demanded by his president was nota underlines how easily these “legit: the negotiating front by pursuing been in the past. 
tially demand a ludicrous price, if attached a price tag which is plainly _condition, nor was linkage to other issues” can be whittled down them. In other words, the real concession 
only because ludicrous prices have absurd. By implication, again in issues involved; it was simply a mat- conceded in so far as they are which Iraq can make to the US by 
been paid in the past and Arab shop- Mr can be expec- _ter of defining what were “legitimate relevant to the end of hostilities. hat is left is a demand withdrawing from Kuwait is to 
keepers generally have fairly low ted to drop the price because issues”. y Four of the dozen or so demands democracy in Kuwait ~ a remove the prospect of the US casu- 
opinions of western The he appears to have made the first, The Soviet Union, where Mr Tariq moa hy (he Be netee to rag, ranes bit rich coming from such _alties which otherwise will occur. It 
fact that the si be saf- decisive move of indicating that he Aziz, the Iraqi foreign minister is of these — forgiveness of debt, for- a source — and a ritual nod of is not bargaining ag understood in 
desperate cash-flow problems is a willing seller. Equally, of course, next due to atrive, appears destined elgn commitment to rebuild Iraq hatred towards President Hafez al- the souk: it is dating with one 
and be on the brink of going cut of it coulld be designed to test the inten. to play the role that the calculator without charge and an obscure refer- of Syria, insisting that he hand on a siedesfemetee 
business is not relevant at this stage. tions of the other party. does in the traditional shop bargain. ence to of Traqi ri — pails out of Lebanon. And that is how it has been since 
Second, it is vital for the would: for Saddam Hussein, Mr ing session. Moscow will he the first © were presumably only made in order his, then, seems to isolate one August 2, when Iraq invaded. It has 
purchaser to indicate only the most © Bush has not yet indicated that he is place to register the shifts in Iraq's fraai demand which might realisti- taken more than 29 wesks to arrive 
superficial interest in the a Willing buyer. His initial “cruel ining stance. Saddam Hussein, of all people, will be capable of negotiation ss at the stage when Iraq's president 
item which he or she would most hoax" reaction on Friday was one not want to get into the issues of of its commitment to withdraw realised that a deal mi not be 
like to acquire, otherwise the price which would have been he Soviet Union still hag a war i. as he already Kuwait: the of UN sanc- posefble on his terma. Now that he 
will remain high and the seller stab- in the souks (bazaars). It is the cor- treaty of friendship and has been by a demand for tens of None of the rest i - seems to scent the necessity of a 
born rect answer to the man who may be co-operation with Iraq, it has billions of dollars from Iran and pos- _ ately helpful in deal, it might be too late to get one. 
If there are other people watching, affering to sell. More important, it been the largest ier to ~ sibly a similar amount from. a freed Perhaps this is because Iraq's Where the tradition of the souic 
the process becomes much more also raises the possibility that the Baghdad, and in its present embat- Kuwait. ‘The fourth issue, the lifting mest potent bargaining card does collapses and fury erupts is when 
complex and the shopkeeper will purchaser may think he can get ic situation of could not appear in the RCC statement as one side, or both, is suddenly faced 
probably resort to any what he wants by other means, in with a foreign policy success. By conceivably be part of a peace deal. a condition for ending the war. with the realisation that it has been 
ions in price on a calculator _the case of the Gulf war by the allies Moscow first the Tefer to Israel, Pal. Instead it appears right at the end wasting its time and that the: 
which is shielded from the view of launching a ground offensive. signs of flexibility, Iraq will be estine, the Golan Heights and and is addressed to “the perfidious, never was the chance of a deal 
all but the would-be purchaser. Ef there are further concessions to ig the Soviet Union's Middle r ‘on. The resolution of the treacherous and their im Whether the Gulf conflict hag 
in many Arab eyes, Presidents be made they are likely to come East role while to detach it these issues, while acknowledged masters”. They are told ¢ the reached that stage should be in 
Hussein and George Bush soon. Mr Abdul Amir al-Anbari, the as ive, is not guarantee of Iraq’s survival is its in the next _ en 
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Medical supplies 
get through 


Tracks carrying 50 tonnes of 
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Baghdad on Saturday, the 
United Nations announced, 
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By David-Owen ‘ 


FOUR members of the Kuwait 
Investment Authority's man- 
sgpgement board, including Mr 
"Fahad al-Rashed, managing 
director, have been replaced. 
Their terms expired officially 
shortly after Iraq invaded 
Kuwait last August, but it was 
oe they: would Stay in 
ffice e duration. 
war at least. : oe 
The move ts believed to 
mark an attempt by finance 
minister Ali al-Khalifa al- 
Sabah to consolidate his con- 
trol over the exiled organisa- 
tion and to paper over the rift 
between the KIA and the 
Kuwait Investment Office, its 
London-based subsidiary. 
It comes about a month after 
the resignation of 12 KIO exec- 
utives in an unprecedented 
protest about the Office’s man- 
agement structure. The KIO 
manages about $30bn (£15.1bn) 
of the emirate’s extensive for- 
pign investments. 
““ The inter-organisational 
dispute, which has rumbled 
since the KIA’s creation in 
1982, is emblematic of deep dif- 
ferences in the Kuwaiti power 
structure. 


The KIO has traditionally 
been identified with the al- 
Sabahs, Kuwait's ruling fam- 
ily, in’ spite of ‘the bulk of the 
assets it handles being kept in 


SEVERAL hundred anti-war 
protesters formed a human 
aychain yesterday near a US- 
leased air base used to laonch 
B-52 bombing runs on Iraqi 
troops in the Persian Gulf, 
reports AP from Moron de la 
Frontera in Spain. : 


fion near the entrance to 
Moron air base 400 Kilometres 
southwest of Madrid, the state 
run news agency EFE said. 
EFE said the protesters 
shouted slogans: urgi an 
tamediate ‘end to the Gulf 
far. They carried signs pro- 
testing against US and Spanish 
policy, inch one that read: 
“How many cl have you 


Indonesia 
two kinds 


SINCE war broke out in the 
Gulf, the government of Indon- 
esia has been treading a care- 
ful path between its friends in 
the west — its sources of eco- 
nomic aid - and its Moslem 
brothers in the Middle East. 
Indonesia, though a secular 
state, is home to the world's 
biggest Moslem population. 
Pro-Palestinian and anti-Israeli 


have been anxious to stress 
that the Middle East conflict is 
not a religious war. 

Reaction to the war so far 
has been muted, although pro- 
Iraqi sentiment is not far 
below the surface. according to 
prominent Moslems within and 
-outside the official Islamic 
organisations. The relatively 
quiet response may be not 

iv. least because outspoken views 
*" are not tolerated by the Indo- 





strictly regula me 
‘There have been ‘small, 
peaceful, anti-western demon- 
strations in Jakarta, where 
members of the security forces 


“tors. After the last gathering, 
six. demonstrators were 
arrested and briefly 4 

“The army, which ‘sees 

Islamic fundamentalism as one 
of the biggest potential threats 

to Indonesian stability, has 

been used. to crashing’ radical 

Moslems. Islamic leaders know 
that the military could do the 
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Spanish protesters 
demand end to war 


wary of | 


a Clare Bolderson in Jakarta 


have outnumbered ‘demonstra- - 
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the Reserve Fund for Future 
Generations, which amounts to 
a lucrative state pension fund. 

Its parent, the KIA, mean- 
while, is loosely linked with 
prominent outsiders who want 
a more meritocratic approach 
to public appointments and 
clearer distinctions between 
the roles and interests of the 
state and the ruling family. its 
principal role has been to keep 
the KIO under a tighter rein. 

In recent years, the KIA had 
appeared to be gaining the 
upper hand, never more so 
than last February when it was 
decided to recall to Kuwait Mr 
Fouad Jaffar, long-serving KIO 
general manager. 

But the Iraqi invasion tilted 
the power balance back in 
favour of the KIO. if much of 
Kuwait's wealth had not been 
entrusted to a relatively inde- 
pendent body based in the safe 
haven of the City of London, 
the emirate might have been 
effectively pauperised. 

The new appointees are Mr 
Abdullah al-Gabandi of Kuwait 
Foreign Trading, Contracting 
& Investment Company 
(another KIA-controlled invest- 
ment body), Mr Anwar Abdul- 
lah al-Nuri, Mr Badr Abdul 
Muhsin al-Mukhaizin and Mr 
Abdul Rasoul Yusef abu al- 
Hassan. 


killed today, Bush?” 

Spain has firmly backed all 
UN Security Council resolu- 
tions against Iraq since its 
invasion of Kuwait, and pro- 
vides logistical support to the 
US-led force. 

Socialist Prime Minister, Mr 
Felipe Gonzalez, said on Friday 
that Spain would continue to 
provide support to the allied 
force until Iraq withdrew. 

But he urged the allies to 
consider cl ; their policy 
of bombing Iraqi cities and 
called for a UN or Interna- 
favo the bombing of a Baghdad 

a 
refuge on Wednesday in which 
an undetermined uumber of 
civilians were killed. 


of friend 


advanced, industrialised 
nation”. 

In Indonesia, which had a 
nationalist campaign against 
the west in the early 1960s 
under the late President 


also provoked by sympathy 
with the plight of the Palestin- 
jans in- Israel and by the fail- 
ure, as It is seen, of the US to 
address that problem. - 

Mr Lukman Harun, former 
ee ae ele of Indonesia 

iggest Moslem organisation, 
the Muhammadiyah, describes 


this as “the American double- 
standard in the Middle East. 
When Israel occupies the Arab 
territories and kills people, the 


occupies pro- 
tects Kuwait. In Indonesia, the 
feeling is the US should have 


one policy.” 
The [Iraqi president also 
gains some support through 


Four members of Weizsaecker c 
KIA replaced in 
bid for control 


GEEMAN President Richard 
von said on Sunday the world 
must end arms exports to sen- 
sitive areas if there was to be 
real peace after the Gulf War, 
Reuter reports from Bonn. 

“If the talk of a new peace 
order after the Gulf War is to 
have any meaning, it will be 
only if we really succeed in 
finally putting an end to this 





THE GULF WAR 


outrage of arms exports,” he 
said in a television interview. 

Mr Weizsaecker said the 
entire world, East and West, 
had been involved in arming 
Iraq and asked: “What is the 
point of strengthening the 
United Nations and enabling it 
to enforce its political will if 
this happens in areas to which 
at the same time all partici- 


Panis from the United Nations 
have been delivering weap- 
ons?" 

Mr Weizsaecker said it was 
particalarly unbearable that 
some German companies may 
have been “merchants of 
death” who enabled Iraq to 
mannfacture poison gas which 
it has threatened to use 
against Israel. 


He said other countries were 
much larger arms exporters 
than Germany - the Soviet 
Union exported 20 times as 
much, the United States 10 
times and France six. 


"This is not a reason to 
exculpate ourselves but it is a 
pointer to the need for interna- 
tional co-operation,” he said. 


French debate the future of conscription 


By tan Davidson in Paris 


THE Gulf War and the 
practical complications ham- 
pering France's military contri- 
bution to the allied coalition 
have precipitated a new debate 
in France over the future of 
conscription. 

The trigger for the debate 
has been President Mitter- 
rand's decision not to post any 
conscripts to France's rela- 
tively modest force in the Gulf 
war zone, which has signifi- 
cantly constrained the mobilis- 
ation of its 10,500-man division 
in Saudi Arabia. 

This created initial difficul- 
ties in assembling complete 
military units from ao army 
which is 65 per cent composed 
of conscripts. It would proba- 
bly cause greater difficulties in 
assembling replacement units 
for rotation, if the length of the 
war were to require it. 

The fact that the French 
division in the Gulf is in prac- 


tice a fully professional force 


has revived arguments that 
France should go over to an 
entirely volunteer defence 
force, like the US and the UK. 

No-one expects, however, 
that the government would 
contemplate the abandonment 
of the principle of universai 
conscription. On the contrary, 
the most recent statements by 
Prime Minister Michel Rocart 
and other ministers suggest 
that compulsory national ser- 
vice is here to stay. 

Nevertheless, it is clear that 
the exemption of conscripts 
from the Gulf War has proved 
a significant practical embar- 
rassment; it has also raised 
political questions about the 
operational utility of national 
service. 

As a result, the government 
has indicated that it intends to 
to revise the practical imple 
mentation of the conscription 
system and will in future make 
sharper distinctions between 


units with conscripts and those 
without. 

Mr Gérard Renon, deputy 
Defence Minister, has recently 
said that the government 
would be reviewing the alloca- 
tion of conscripts to army 
units, He indicated that, since 
the French army must be capa- 
ble of fielding heavy armour, 
and of long-range force projec- 
tion overseas, units for these 
Kinds of missions would proba- 
bly have to be manned by pro- 
fessionals. 

He inferred that this would 
require a reduction in the ratio 
of conscripts to volunteers in 
the army, cuyrently 185,000, to 
110,000. 

Mr Renon's proposal goes 
half-way to meet an idea advo- 
cated in some military circles, 
that conscripts should mainly 
be allocated to units destined 
for territorial defence inside 


In general, however, there is 


PB ASIC dé mee eps eae 


little (audible) support among 
the senior military establish- 
ment for a wholly professional 
army. 

By contrast, Mr Renon 
implied that there need be no 
change in the tmuch smaller) 
proportion of conscripts in the 
French navy and air force. In 
the navy, 30 per cent of the 
manpower is provided by con- 
scripts (19,000 to 46,000 volun- 
teers), in the air force the pro- 
portion is 40 per cent (26,000 to 
58,000). 

A reduction in the numbers 
of conscripts in the army, 
would mean an increase in the 
numbers exempted each year 
from national service, to the 
point where it could become 
politically controversial. 

As it Is, the army already 
rejects over 20 per cent of 18- 
year-olds on fitness grounds, 
and another 6.5 per cent are 
exempted on social or consci- 
entious grounds. 
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alls for end to arms exports UK reservists’ pay 


gap to be bridged 


By Diane Summers, Labour Staff 


MOST leading UK employers 
are committed to bridging any 
gap between military pay and 
what Gulf reservists would 
have earned in their ordinary 
jobs, according to an indepen- 
dent survey of private and pub- 
lic sector organisations. 

Pension contributions, death 
cover and other benefits, 
including the use by reservists’ 
families of company cars, have 
also been maintained by most 
employers. 

The findings of the survey ~ 
conducted by the research 
group Industrial Relations Ser- 
vices - will go some way 
towards allaying reservists’ 
fears that they could suffer 
financially during Gulf service. 

Last month, Mr Norman Wil- 
lis, general secretary of the 
Trades Union Congress in the 
UK, called on Mr Tom King, 
defence secretary, to clarify the 
Jegal position on reservists’ 
pay and job security. 

Under the Reserve Forces 
(Safeguard of Employment) 
Act 1986, employers are obliged 
to reinstate reservists after 
their return from service. The 
government extended this pro- 
tection in December to 
volunteers. 

However, under the law, 
employers do not have to carry 
on paying reservists or volun- 
teers, or maintain their pen- 
sion contributions. 


Is this your view 


of vid 


eoconferencing? 


A discretionary supplement 
of up to 20 per cent of service 
pay is being made available by 
the government. This supple- 
ment is being taken into 
account by most employers 
before they do their “topping 
up", according to IRS. 

In most cases, organisations 
are offering volunteers the 
same benefits as reservists. A 
notable exception is the 
National Health Service, which 
is limiting compensation to 
employees who are called up. 

The survey finds that guar- 
antees offered by employers 
sometimes extend beyond basic 
pay to all earnings, including 
London weighting payments at 
British Telecom, shift pay at 
BICC, and contractual over- 
time at Kent County Council. 

Death cover remains unaf- 
fected in many cases: Ford 
Motor Company, for example, 
has overruled the war risk 
clause in its superannuation 
policy to ensure death cover is 
maintained. | 

Most employers in the sur- 

vey will maintain pensions 
contributions and, in the case 
of contributory schemes, 
employees will continue with 
their own contributions. — 
Pay and Benefits Bulletin, by 
subscription from Industrial 
Relations Serwices. Eclipse Pub- 
lications, 1820 Highbury Place, 
London N5 1QP 















































Support for President Sad- 
dam Hussein of Iraq 1s 
prompted not by notions of 
Mosiem solidarity but by.2 -is 

sense that he is an und 
battling an im) 


What’s more, videoconferencing facilities CALL US REE ON 0800 282 282 
are more widely available than you might 


think. British Telecom can either equip your 


Does the thought of another long journey 
make you shut your eyes and wish it would 
all just go away? 












Please send me more information about British Telecom Videoconferencing. 
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ting elbow to elbow with complete strangers. 
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INTERNATIONAL NEWS ae =e 
Commonwealth resolute on S Africa sanctions es 


By Robert Mauthner, Diplomatic Correspondent 


A NINE-NATION Commonwealth exiles, and repeal re] lve security cially in the sporting field. Nigeria, Tanzania, Zimbabwe, Zam- provisions ‘of all, deten- 

foreign ministers‘ committee decided legislation, as well as the Group Although Australia went along bia, Malaysia and Guyana — waa fon wwithour trial and restrictions ou 

on Saturday to maintain all trade, Areas, Land and Population Regis- with the decision of the committee, addressed-for 45 minutes by Mr public meetings”. ‘ 

financial and sporting sanctions tration Acts. {t was clearly instrumental in the Thabo Mbeki, a senior ANC official. On sporting contacts with South 

against South Africa penting. the Britain, which has refused to par- Br pears ate Temata tie - It did not ask to hear a South Afri- Africa, the committee warmly wel- 

adoption of more concrete steps by ticipate in the work of the commit- early lifting of sporting sanctions, can. official. . ek comed.the steps taken by a number 

Pretoria towards the abolition of tee, was disappointed by “its failure Mr Hawke said in Sydney that “if In its final communiqué the com- of sport organisations within South 
apartheid. to recommend action”. The Forelgn you have nian of sport in mittee said that, notwithstanding Africa towards wuity under nonra- 

Although welcoming the South Office said it toed Britain’s Com- South Abies ap and that is recognised the welcome developments cial § . 
African government's endorsement © monwealth partners would agree to by the relevant bodies, then there in South Africa which, when imple- The group agreed it was appropri- 
of multi-party constitutional balks begin lifting sanctions well before Will be no reason why sporting con- mented, would constitute “a major ate for those sporting codes which 
and its intention to repeal remaining the next Commonwealth Heads of tacts can’t be Initiated.” advance towards: had achieved unity to be recognised 
apartheid laws, the ministers said © Government meeting, due to be held Mr Joe Clark, the Canadian chair- foe ted teak iuare romioes thie the international community and 
ee “there had been little in Harare in October. man of the committee, and Chief concrete action by the South African that “the Commonwealth should 
change on the ground”. During a telephone conversation Emeka Anyaoku, the Common- a Pas continue to be guided in this respect 

They agreed, however, to meet earlier ‘is month between ai don Sparen sgoretary-general . strongly Ministers: were partioulacly com by the views of representative non- a Taiwanese im 
again lew Delhi on April 30 to jor wi leni le minis! been cerned by. contin constraints on racial organisations”. ‘aiwanese 
consider an “approprial e Haar ar Australian ries, they unduly influenced by the recommen- _ political vm inv epite of official Pe, said it need not be group. A Soviet Taiwanese 
if by that time South Africa’s Presi: agreed “very strongly”, to dation of the African National Con- assurances that.it would repeal long before South i sons per cent stake fn the 
dent F.W. de Klerk had fulfilled bis British officials, that the time had gress (ANC) to maintain sanctions. repressive provisions, the Pretoria organisations fulfilled the f , two companies. on™ 
Promises to release political prison- come to lift Commonwealth mea- However, the committee - con- government continued to make ments allowing them to ib “cae Sw oe .. 
ers, clear the way for the return of sures against South Africa, espe- . sisting of Australia, Canada, India, _ arrests and “clings to the most international sporting events. doe Clark: dented influence Havel criticises 





Soviet battle lines 
harden over prices 


By Quentin Peel in Moscow 


this week, as the Soviet parlia- 
ment reconvenes and final 
plans for a traumatic price 
reform are published. 

Mr Boris Yeltsin, the Rus- 
sian president and greatest 
challenger to the power of 
President Mikhail Gorbachev, 
is scheduled to make a live 
televised broadcast to the 
nation tomorrow , while 
Communist Party loyalists 


A full-scale mesting of the 
Federation Council on Satur- 
day, bringing together Mr Gor- 
bachev and the leaders of ail 
the Soviet republics, appar- 
ently failed to reach a clear 
conclusion on a toint price 
reform strategy, which Mr 
Yeltsin has refused to sign. 

With price rises expected of 
up to 200 per cent on a vast 
range of foodstuffs and con- 
sumer goods, the reform is the 
single most explosive issue on 
the government agenda. Mr 
ately trying to persuade all the 
republics bilcs to gp along along with it — 

Bowen the Soviet govern- 
ment, headed by Mr Valentin 
Pavlov, the new prime minis- 
ter, cannot afford to delay 
erasing. rete retail ae 
because wi 
already been raised Soa Pry 
ary 1 and every month they are 
not passed on means an 
increase in the state budget 
deficit of an estimated 


“A decision on, im nting 
a price reform be taken 
as soon as possible, and it 

implemented all over 


& group of 29 conservative 
Communist organisations, 
including oor Russian Commu- 

the Soyuz (Union) 

gous ip of 1 of beople's deputies, and 

United Workers’ Fronts of 

Russia, the USSR and Moscow, 

issued virtually a to arms 

at the weekend, published in 

Krasnaya Zvezda, the Soviet 
army newspaper. 

“The country has reached a 
critical point after which come 
anarchy and chaos, the col- 
Japse of the state, poverty and 
bloodshed,” they said. They 
claimed that “fascist-type 
forces" had come to power in 
some areas of the country, ded- 
icated to the destruction of the 
Union. They also denounced 
attempts to “pull apart the 
armed forces,” including 


to set up separate republican 
armies - an obvious attack on 
Mr Yeltsin, who floated the 


E 


reformers seems certain to 
come to a head now in the 
Supreme Soviet, which has a 
mammoth agenda at its new 
session, including no Jess than 
plead of proposed legisla- 


republics. 
Through the looking glass, 
Page 13 


Debate over European 
defence set to intensify 


By David Buchan in Brussels 


DEBATE orien the future 
structure of European defence 
is likely to intensify as Mr Wil- 
lem Van _ Eekelen, 
retary-general of the Western 
European Union defence organ- 
isation, holds talks with Nato 

‘The meeting, in advance of 
Friday's gathering of foreign 
ministers of WEU member 
countries, will consider putting 
the organisation under the 
supervision of the European 
Community, but allow it fog 


operat 
"These might take the form of 


joint WEU operations outside 
Nato’s established area of 


French presidency of 
WEU, is due to visit Poland, 
Czechoslovakia and Hungary 
this spring. ~ 
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Fiat move 
on car 


emissions 
By John Wyles in Rome 
ITALY'S Fiat group plans to to 


next year with exhaust emis- 
sion control equipment 
designed to satisfy European 
Community standards due to 
come into effect from January 
1 1993. 

The announcement was 


government. This envisages 
the introduction of financial 
incentives by the government 
to encourage the purchase of 
Hendy" mods 

According to Mr Cesare 
Romiti, Fiat's managing direc- 


which would cover at least 
part of this additional cost. 

Mr Giorgio Ruffalo, Ttaly’s 
environment t minister, said he 
would urge the government to 
abolish a special tax on diesel 
engines which Fiat has 
regarded as unfairly discrimi- 
natory. The Turin company 
will also introduce a range 0 of 


“clean” diesel engines in 
formity with EC rules trom 
next January. 


pany plans to market an 

exhaust system which will 

reduce noxious emissions by 50 

per cont! for fitting to cars 

eady In use. Again. it is 
the government to 


pro- 
mee 


incentives. 
company's sgreemont 

with the it 
real rated by aoabe 
oe connie by June - is 
net show Italy's 
largest private company is tak- 
ing a lead on environmental 


The company says it will 
invest L2,646bn over the next 
three years on 


research programmes, on 


waste said on coane 
processes 
reduce the incidence of indus- 


years. 
investment would be self-fi- 
nanced without recourse to 
bank debt or capital increases. 


Philippines 
outlines 


economic plan 


By Greg Hutchinson 
In Manila 


MONTHS of austerity and 
i ecxbor- 


on 

nal ing Will mark the Phi- 

lippines, according to its pro- 

posed new economic programme 

which is to be considered by the 

International Monetary Fund on 
20. 

A letter of intent to Mr Michel 
Camdessus, IMF m 
ine outlines ne a 
which replaces a growth-ori- 
ented programme that unravel- 
IMF for 18month stand-by 
arrangement of SDR 264.2m, 
with a quarter of the amount 
going towards debt reduction. 
The country has a foreign debt 
of $28.4bn (£14.3bn). 





Ozal’s ambitious spouse threatens party unity 


Germany slows fall in Europe’s car sales 


By Kevin Done, Motor Industry Correspondent 


NEW CAR sales fell heavily in 
most west markets 
last month, but the decline was 
moderated by a surge in 
in Germany fuelled by 


lower in id of 17 markets. 
New car sales in the whole of 
last month are esti- 


about 57 per cent to 335,000 


units compared with afficial 
jons af 213,000 


eastern Germany in significant 
wake of German monetary 









individual car 

. In January Germany alone 
acopunted for more than a 
quarter of all west European 
new car sales. 

. The surge in German sales 
cot] by the decline in 


«many in the 1991 


figures. 
Helped by its dominant posi- 
tion in Germany, Volkswagen 
‘increased its sales in Europe 
by an estimated 10 per cent in 
January, capturing a market 
share of 15.7 per cent compared 


‘with 13.9 per cent a year ago. 


The Fiat group, which again 


‘lost ground heavily in the 


domestic Italian market, suf- 
fered a drop in its market 
share to 13.5 per cent from 14.8 
per cent. 


Be nee 


WEST EUROPEAN NEW CAR REGISTRATIONS’ 
races tea 1991 


‘Shave (%) 
tan cue (%) den 91 

TOTAL MARKET 1,225,000 -23 100.0 
ve (incl. 192,000 * *10.0 157 
Audi & SEAT) ‘i 
a (Inc. Lancia, 165,000 —10.7 35 
Innocenti, 
General Motors 157,000 +81 12.8 
(Opel: . 
US# & Saab) pe 
— Opel/vi 182,000 +9.0 12.4 
— Saab” 4,400 205 a3 
Ford (Europe, 153,000 +7.4 12.5 
US# & Jaguar) 
— Ford Europe’ 151,000 +83 123 
— Jaguar 1,500 309 o1 
Peugeot (inct, 144,000 —18.0 WT 
Citron) 
Rensuittt 125,000 75 10.2 
Marcedas-Benz 47,000 +48 ar 
Rovert ‘37,000 52 29 
Nissan 35,000 +25 27 
BMW 32,000 143 2.5 
Toyota 28,000 +4.0 22 
Mazda : +98 
Votvott 21,000 213 
Muisubish! 16,000 +81 
Hondat 13,000 +41 
Total Japanese 185,000 +48 1 
MARKETS: 
Germany” +57.4 27.4 
faly 240,000 +16 196 
France 180,000 23.1 147 
United Kingdom 164,000 —20.8 13.4 
Spain 89,000 —286 48 
Cara imported from US me Lt int waster Europe, 


a 
i 
i 


*s f % 3 
Sentry Prone cnmastue vetncies daciaged Vine 4 Canis ereavaed ts Ces cr park ors Seadaliex bull? 


Share (%) 
dan 90 


Police likely target as Medellin blast kills 22 


By Sarlta Kendall in Bogota 


AT LEAST 22 people were 

Killed and 140 inj when a 

bomb exploded alongside the 

Medelifn, the centre 

of Colombia's cocaine trade, 
Saturday. 


late on ‘ 

The explosion Sema as 
fans ett the bullfight. 
police seem to have been he 
target as the bomb was placed 
near a police vehicle. Ten 
policemen were among the 


By John Murray Brown in Ankara 


MRS Semra Ozal, wife of the 
ee resident, formally 

this weekend her 
iid to head the Istanbul branch 
of the ruling Motherland party 
{ANAP). 


The announcement has- 
caused a furore in the ANAP, 
which her husband Turgut 
helped found in 1983, by 
unsettling the party's cosy con- 
sensus dividing liberals and 
conservatives on the Islamic 
wing who strongly oppose 
women having a role in public 
affairs. 


Analysts say Mrs Ozal's can- 
didacy could determine which 
way the city’s 24 ANAP depu- 
les vote in the likely leader- 


ship challenge to Yildirim 
Akbulut, the prime minister, at 
the party convention, tenta- 
tively set for April. 

President Ozal has distanced 
himself from the wrangle, sug- 
gesting he no longer feels 
ee on ANAP backing 


policies. 

Since the start of the Gulf 
erisis he has lost his defence 
of general staff has also 
resigned. 

Now it appears his wife's 
tical ambitions threaten his 


relations with the prime minis- 
ter, hitherto his key cabinet 


Mrs Ozal's taste for cigars 


According to a radio report 
yesterday, terrorists working 
for drug traffickers claimed 
responsibility for the bomb. 
Medellin, the of Colom- 


Bogota, 
the capital, has been a batile- 
since traffickers 


ugust 1989. 
This was the first big bomb 
blast since traffickers called a 


and whisky and her ‘collection 
of antique revolvers already 
makes her good newspaper 
copy. Yet no one is underesti- 
mating -her serious political 
intentions. 


Strengthening and 
Recognition of the Turkish 
Woman — better known as the 
Daisies. 


This is a charity started in 
1986 which has done much to 
enforce some of the rights 
endorsed by Turkey’s constitu- 
tion but never by the 
Moslem society. It has, for 
example, converted thousands 
of religious. marriages into civil 


truce last July after dozens of: 
assassinations and explosions. 
The explosion came hours 
after the surrender of Mr Juan 
Ochoa, who is wanted for 
extradition by the US and 
alleged to be a leading cocaine 
trafficker. Mr Ochoa is the 
third of the Ochoa brothers to 
give himself up under the gov- 
ernment’s offer of reduced sen- 
tences and no extradition in 
exchange for surrender and 


contracts, under which women 
have equal rights under inheri- 
tance and claims on children 
in a divorce. 


seen aS a conservative strong- 
hold. 


aaceauite being :the: country’s 
centre and tradition- 

ally the home of “European 
Turkey”, one in seven of the 


confession. 


The traffickers, who are 
pressing for further conces- 
sions, issued a communiqué on 
Friday saying hey were still 


respecting the 


However, fe ‘cidnap and 
week of President 


marder last week 


cartel after they had ques- 


tioned suspects. 


city’s 7m inhabitants are urban 
where cadithonat Moslem val 
ues prevail. 

On Tuesday, in what seemed 
é ch premier told cane 
ment that any challenge to 
“conservative and 
nationalist" principles wo 
Split the party. . me 


But Mr Mesut Yilmaz, the 
former foreign minister, hag 
publicly voiced support for Mrs 


its from 


Ozal, the 
ANAP's 


Ozal’s 


Turkey. 


this w ; 
ae mrss bnren gat, the 
minister currently 
the only woman in the 
There are six female Pein 












it yesterday for 
delaying emneealc legislation ~ 
and warned that Czechoslo- 
vakia faced economic collapse 


unless wrangles over ath- 
resolved, petvatt. 




































counts to ae ne 
country’s largest i 
most important financial and 
industrial centre. 


Benin democracy 
drive set back 


The likelihood of a smooth 
transition to democratic rule 
in the West African state of 
fat received a jolt at the 
weekend, when the incumbent 
president, Mr Mathieu Kere- 
ou, announced he would 
stand for re-election in a 
writes William 


in Cotonou, Benin. 
has shocked the 
14_ candidates hoping to 
replace him and has jeopard- 
ised the year-old progranme 
of political and economic 
restructuring. President Kere- 
kou took power in a military 
coup d'état 19 years ago. 


Cape Verde goes 
to the polls 


Cape Verde completed its tran- 
sition from a one-party to 
multi-party system yesterday 
with a presidential election 
Bale guna 
i] le, 

reports 
Political forecasters pre- 
dicted that Mr Antonio Mas- 
carenhas Mon 47, candi- 
eee the ‘Movenent for 
cracy arty, 
wonld oust PAICV incur bent 




































































Peru confirms 
‘post for Bolofia 






















































-\fefiee ts Hg her 


on electricit 








Although the 12 electricity 
ftemoee peed nob submit 
their new prices electri, 

ity watchdog, the of 


eager to air the subject in par- 


‘ 
} 





liament as soon as possible. 

The complicated mechanism 
used by the electricity compa- 
nies to calculate price 
Increases was built into their 
licences when they were priva- 
tised. It says that if they fail to 
increase their prices by the 
rate of inflation one year, then 
the loss can be made up in the 
subsequent year. 

The inflation figure used in 
calculating the April price 
Tises is the predicted figure for 
the following October. Because 
the government badly under. 
estimated the upturn in infla- 
tion last year. the electricity 
companies say their prices 
over the past year have been 
a ioe — by 4.9 per cent. 


them will be looking for rises 
af more than 10 per cent. Addi- 


y price rises 


tional investment costs - 
allowed for several of the 12 
regulated companies - may 
push the figure to 13 per cent. 

Most of the companies are 
quietly confident they will win 
approval for the increases. 
However, Mr Dobson said such 
Tises would be contrary to 
undertakings given by Mr 
Wakeham that prices for 
domestic consumers would not 
tise above inflation in the 
three years to March 1993, 

Mr Wakeham made the 

promise after the jclectricity 
companies raised their prices 
in April last year by an aver- 
age of 9.2 per cent. The highest 
Price rise last year was from 
South Wales Electricity, which 
increased its prices by 12.9 per 
cent. 
_ “Our position is that this is 
just fine mess Mr Wak- 
eham has got us in to,” said Mr 
Dobson. 





Chambers of commerce 
told to reform services 


By Charles Batchelor 
BRITAIN‘S chambers of 


resources 
in just 50 large chambers, rec- 
ommends a report by the Lon- 
don School of Ecoriomics. 

The 200-page report for the 
Association of British Cham- 
bers of Commerce says. that 
Just over 30 UK chambers from 
a total of 100 large chambers 
and many very small ones 
come close to the required 

rd of providing service. 

Chaihbers neéd a large 
enough business catchment 
grea to be able to develop their 

usiness services such as 
exporting, providing informa- 
tion and 


training. : 

For chambers'to provide a 

full range of services they" 

should have a minimum turn- 

over of £1m and at least 34 
staff, the report.says. : 

Smaller, local chambers 


Chambers will study the 
report's recommendations 
before a national conference in 
March to discuss the future of 


organisation. 

Last October, the Associa- 

tion of British Chambers of 
Commerce launched a cam- 
paign to catch up with their 
better resourced continental 
counterparts. 
Seven more chambers - in 
Bristol, Dorset, Milton Keynes, 
Southampton, Stockport, Sus- 
sex and Swindon — are joining 
the association. 

These chambers represent 
10,000 companies, taking the 
total of affiliated businesses to 


85,000. 
‘The report will be published 
in June. 





National Insurance fund 
surplus of £1.8bn forecast 


By Eric Short, Pensions Correspondent 


THE National Insurance fond 
is expected to show a:surplus 
of £1.82bn for the present 
financial 


,a sharp ‘turn-.” 


+ a si - 
round trom a 21.72bn._ deficit 


ary: : 
The latest forecast on the 

ci fon of the fund 
earnings and 
More contributors than. were 
originally . estimated. That 
added £790m to the contribu- 
tion income of the fund, 
according to Mr Daykin's 


The main improvements, 
however, came from one-off 
changes in the fund’s-liabilities 
not allowed for in his earlier 


estimate. 

Changes in statutory sick 
vay improved. the Dnances by 
freebn, while removal of 
industrial injuries benefits 

- saved “ a 
spits of S.f7on pald gut in con 
fi £1.47bn. con- 
tribution rebates and: £619m in 
incentive payments ta employ- 
using personal pensions to 
contract out of the State 


Earnings-Related Pension 
— (Serps). - has 
government has already 
arinonnced that contribution: 
rates to the Ni fund a 
remain virtually unchanged 
the . 1991-92 financial 
year — ¢1 ers’ basic rate is 
Taper cat aie Sap? 
| per cent, w: ees’ 
paste Tate remains at 9 per 


However, Mr Daykin is fore- 
casting a £977m deficit for the 
coming year, with the number 
of employees contracted out of 


Serps reaching. 4.4m by the 
start of the year and costing 
the fund £248bn — £1.74bn in 


rebates and £749m in incentive 


ts. 
oD Treasury instructions, 
however, he has assumed that 
the number of unemployed in 
1991-92 will be L75m as given 
in the 1990 Autumn Statement 
— an assumption overtaken by 


ev 
Each additional 100,000 
deficit by £195m. 3 
Report. by the Government 
Actuary. Cmnd 1366. HMSO, 
£315. : ve 





«Cabinet warned on history. teaching 


NEW guidelines for the 
teaching itary we mar! 
the end of traditional teaching 


of the subject in schools, a. 


right-wing think-tank warns 
The guidelines,. which set 

-out new methods of teaching 

‘and assessment, are con- 

demned by the Centre for: Poi-. 

icy Studies as “ Ing”. 

: Or Sheila Lawlor of the CPS 
as. written to Mr Kenneth 
Clarke, . the panestior secre 
tary, listing objections 

. what she. calls an attempt. “to 


regulate the. entire teaching of 
history in schools”. : 
Announcing the guidelines 
last month, Mr Clarke said 
pupils up to the age of 14 
Peg ms me 
> an 
history. Pupils between 14 and 
16 should concentrate on 
events since 1900. 
Children are also tc be tested 
on their ability to interpret his- 
. tory and judge sources. The 
maves go against advice. from 


Consumer 
body urges 
cut in phone 
charges 


MILLIONS of telephone users 
who make few calls or only 
use their phones at off-peak 
times should be entitled to 
cheaper charges, the National 
Consumer Council said yester- 


It also called for special help 
to allow people on low 
incomes to have telephones 
because, the council said, the 
current levels of installation 
charges were deterring some 
pa people from renting 2 

e. 

in a report aimed at the gov- 
ernment, which is i 
the future of the telephone 
industry, the council said a 
smaller percentage of needy 
People in the UK had a phone 
than in many other western 
countries. 

“We want it to become 


scheme for 


Council. 
20 Grosvenor London 
ae ODH. £2.50 (incl post- 
age 

BT needs to come clean, Page 12 





Wakeham to be pressed |Old-style rates return to agenda 


Philip Stephens looks at the cabinet’s troubled poll tax review 


the general election with a 
pide to) abolish or to reform 

Tecognition. Beyond 
that, two months of deltbera- 
tions in Mr John Major’s gov- 
ernment have brought little 
but frustration. 

As one, rather cynical, 
Whitehall official put it last 
week, ministers are re-learning 
the hard way a basic political 
truth: “Promises are easy to 
make but sometimes they must 
be kept.” 

Two months into its review, 
the cabinet committee 


ing 

government finance since 1979 
are drawing a_ politically 
embarrassing conclusion. 

They believe that if Mr Mich- 
ael Heseltine, the environment 
secretary, is to be able to offer 
anything substantive ahead of 
the May local elections he will 
have to advocate a return to a 
modified system of the domes- 


tic rates. 
The volte face could be 


be based on capital values 
rather than the imputed rents 
used to calculate rates, 
although officials say that the 
former option carries greater 
political risks. It could be com- 
bined with the pledges to over- 
haul the structure of local gov- 


ernment. 

It would need, however, 2 
distinctly uncomfortable dis- 
play of political humility to 
accept what the Treasury has 
long believed is self-evident - 
the most effective way to 
finance local government is 
through 4 tax on property. 

The immediate pressures for 
a fairly rapid decision are obvi- 
ous. Few believe that the 
£1.7bn community charge 
reduction scheme announced 
last month will forestall 
another outcry when April’s 
poll tax bills rise to an expec- 
ted average of about £420 per 
person. The local elections, the 
Major bas the option of a une 

jor of a June 
election, will follow a 

w weeks later 

The Labour party, which is 
committed to a system of “fair 


Video rental market in decline 


By Alice Rawsthorn 


NEARLY a million video tapes 
were rented every day i 


Britain last year, according 
industry figures, but the video 
rental market is declining as 
sales of prerecorded cassettes 
increase. 

Latest statistics from the 
British Videogram Association 


show that there were 374m 
video rental transactions in 





One man’s view: hoping the cabinet will 


rates”, is aware of the political 
opportunities. The debate it 
has timed for tomorrow in the 
Commons will be followed by a 
sustained campaign to keep 
the issue at the top of the 
domestic i 


political agenda. 
Whitehall officials, mean- 
while, are warning that the 
uncertainty over the future of 
local-government finance will 
increase further the damag- 
ingly high level of non-pay- 
polltax payers will have to 
poll-tax payers ve to 
the ball 


Pistinlcters insist that their 


deliberations have heen free of 
the rancour of a similar review 


to 2564m during the’year. The 
average cost of renting a video 
rose by 5 per cent, well below 
the rate of inflation. 

Comedies were the most pop- 
ular choices for rental, fol- 
lowed by adventure films, 
thrillers and drama pro- 
mates that 14.85m British 
homes have a video, an 
increase of about Im during 
1990. 


ple renting cassettes. But in 





pay attention 
ing points off each other”, one 
commented yesterday. But a 


congenial atmosphere has not 
proved enough. 





As Mr Heseltine has put for- . 


ward the alternatives, each has 
run into strong objections from 
one or more Whitehall depart- 
ments, with the Treasury tak- 
ing the lead. Mr Major, who 
has made great play elsewhere 
of his willingness to d 
decisions, has insisted that the 
poll tax is one area where he 
will take the final decisions. 
Many Tory MPs remain wed- 
ded to the principle that every 
adult should contribute some- 
thing to pay for local services. 
But the widely-canvassed pro- 
posal to combine a new prop- 
erty tax with a much smaller 
— say £100 - flat-rate charge 





recent years, as the rental mar- 
ket has slowed, sales of 
recorded cassettes have 
significanti: 


y- 
The Cinema Advertising 
Association estimates that 39 
per cent of the population 
bought a pre-recorded cassette 
in 1990, compared with 37 per 
cent in 1969. The average price 
of bought cassettes rose from 
£9.20 to £9.76 during the year. 
The advertising association 
said Indiana Jones and the 
Last Crasade was the most 
popular video last year. 





Liverpool deals report to reach DPP soon 


By lan Hamilton Fazey, Northern Correspondent 


‘| MERSEYSIDE’S fraud squad 


expects to submit its report on 
allegedly corrupt land deals 
involving Liverpool City Coun- 
cit to the Director of Public 
Prosecutions within a few 


So far 23 people have been 


arrested in Operation 
the police codename for the 
'" inquiries. All but two, who 
were charged with uncon- 
nected thefts, were released on 
police bail and are due to 
report to the police on March 
25. The DPP should then have 
decided whether to press 


charges. | 

“Police raided more than 50 
private and business premises 
in October, including the 
Liverpool offices of Wimpey, 
from where they removed doc- 
uments. 


The last of the arrests, of Mr 
Tony Byrne, finance chairman 
af Liverpool City Council dur- 
ing most of the confrontation 
with the government in 
1983-87, came last month dur- 
ing an interview at the Fraud 
Squad’s Bootle base. 

Although not a member of 
Militant, the hard-left group 


strategy. 
Mr Derek Hatton, former 
deputy leader of the council, 
was among the 22 arrested in 
October. Others included Mr 
Alan Worthington, regional 
director of Wimpey’s 
north-west division, and Mr 


BR predicts near-normal service today 


" By Jimmy Burns 


“may ST Le 
" gome: cancellations: on the 
southern part of Network 





In spite of the gradual return 


® to. a normal “service, the. - 


government is facing 
pressure ‘ ie 
strin; a A 
amped. on BR during the pre 
miership of Mrs Margaret 
- Thatcher. 


id “*aWe are not-acking for sub- 


"Sir Bob Reid, BR's chairman, 


from “: said on BBC Radio yesterday 
that a new approach to funding - 
was needed. from the govern- 


He predicted that political 
circumstances would make the 


sidy..What we are asking’ for is 
investment funds which. we 
_ can put into new rolling stock, 


ing big changes 
: of BR. Noting that BR was 
dn: A eociedl kaeat ok 


investment”, it blamed the - trains. 


board's financial difficulties — 
falls in property sales and 


ticket revenue — on the eco- 


nomic climate. 5 
- However, Sir Bob argued 
‘that the ent’s present 
24bu investment programme 
was structured by being 





nwaghiout the Wight to fy 10 
Minimise the amount of snow 
on the tracks, and for repairing 
damaged motors on electric 

Overtime had also been paid 
to crews operating trains 


senior management 
trying to end the costly “over- 
time culture” among its 
by offering to raise 
ic pay rates and roster staff 
more flexibly seven days a 
week. 


Sir Bob described certain 
aspects of BR’s industrial rela- 
tions as belonging to the 1930's. 


Wimpey’s north-west divi- 
sion employed Settleside, Mr 
Hatton's public relations com- 

, a5 marketing 
the end of 1989. Settleside 
went into liquidation in 


November when business fell 
off after publicity about the 


arrests. 
Mr Hatton and Mr Byrne 
were among 47 Labour council- 
isqualified from holdin: 


nab Folan and Mr George 
Knibb, Liverpool councillors; 
Mr John Nelson, a former 
Liverpool councillor; and Mr 
Tony Beygar, a former Knows- 
ley councillor. 

Mr Anthony Criss, of Beavan 
Murch, which is part of J. Tre- 
vor & Sons - a subsidiary of 
Abbey National's Cornerstone 
estate agency chain - was also 
arrested in October, as was Mr 
Jobn Gidman, the former Ever- 
ton and soccer player. 

Last week Mr Gidman was 
disqualified from holding office 
as a company director for two 
years after a court ingniry into 
the collapse of a sporting goods 
business he co-owned. He has 
denied wrongdoing over land 
deals and has emphasised his 
willingness to co-operate with 
police inquiries. 





has failed to win friends in the 
cabinet. 


It would retain the adminis- 
trative headaches of the poll 
tax to collect a much smaller 
amount of money. Heads of 
households in the shire coun- 
ties might pay a “personal sup- 
plement” for their adult chil- 
dren, but maintaining registers 
and ensuring payment in 
urban areas would be hugely 
expensive. Nor is there 7 
cant support for the sugges- 
tion, backed recently by 80 
Tory MPs, that the poll tax 
could be retained if the £7bn of 
Jocally-raised revenue spent on 
education was transferred to 
central government. 

Treasury officials, who 
regard any diminution of the 
tax base as criminally irrespon- 
sible, wonder how ministers 
would sell to the voters the 
idea of adding 4p or 5p to 
income tax rates while attack- 
ing Labour’s tax plans. Result- 
ing poll tax bills of £200 or so 
would be expensive to collect 
and probably still seen as 
unfair. 


ity for every shortcoming 
could be pinned directly on the 
government. Mr Clarke, a for- 
mer health secretary, does not 
want to be blamed every time a 

child is short of a textbook. 
There is no enthusiasm for 
local income tax or a sales tax. 
Miristers have concluded that 
a local income tax would be 
practicable but politically 
, While sales taxes 


to real consensus on a move, 
for example, to establish sin- 
gle-tier authorities by abolish- 
ing the county councils, or on 
the role which might be offered 
to directly-elected mayors. 
Agreement on those issues 
might provide a more credible 
framework for change but it 


In times of recession, 
survival depends upon 
the 


keeping track of 





Entry curbs 
alleged at 
homes for 
elderly 


By Alan Pike, Sociai 
Affairs Correspondent 


HALF of Britain's residential 
and nursing homes will not 
accept residents who are 
unable to top up social security 
payments from their own 
resources, a survey shows 
today. It was conducted by the 
Elderly Accommodation Coun- 
cil, a charity, for Mr Michael 
Meacher, shadow social secu- 
rity secretary. 

Many elderly and infirm peo- 
ple rely on social security 
income support to pay for 
accor tion, and the issue 
has become financially impor- 
tant for the government; the 
Department of Social Security 
spent nearly £1.3bn on support- 
ing people in residential and 
nursing bomes last year. © 

In spite of this level of public 
expenditure, home proprietors 
are concerned that benefits 
have not kept up with rising 
costs in recent years. The sur- 
vey shows that only 772 of 
1547 homes were prepared to 
consider taking residents at 
social security levels with no 
top-up. ; 

There is, according to the 
survey, an average gap 
between benefit Jevels and 
actual charges of £9.01 per 
week in residential homes and 
£28.67 in nursing homes, The 
council suggests that the short- 
fall will rise sharply. 

Mr Meacher said government 
delays in implementing forth- 
coming community care re- 
forms were putting burdens on 
increasing numbers of elderly 
and vulnerable people. They 
could not secure the necessary 
community help to continue 
living in their own homes, and 
would be turned away from 
residential and nursing homes 
because of insufficient social 
security support. 

A report from the National 
Association of Citizens Advice 
Bureaux is expected this week 
to voice further concern about 
the shortfall between income 
support and residential bome 


@ Parents caring for young 
adults with severe learning 
and behavioural difficulties 
would prefer their children to 
die rather than enter perma: 


nent residential care, accord- 
ing to research by the Joseph 
Rowntree Foundation. 
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hunters and the hunted. It 
demands that you seek new 
fields for investment and 
re-align your position for 
the fight ahead. 
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International is the leading 
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corporate bid 
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Let the facts speak 
for themselves! 
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NO-ONE 
CHECKS DATA IN GREATER DEPTH. 


For a deeper view of international 
investment, you need data you can 


depend on: Datastream. 


Accurate. Qur data is collected, 
validated and checked by 2 120 
strong team - usiog multiple 
sources to ensure reliability. 

Comprebensive. 25,000 equities, 
44,000 bonds, 50,000 economic 
series plus futures, options, forex 


and interest rates. 


Tiwcely. On-line direct to your PC 


for fast, easy access. 


For investment research, sophisti- 
cated programs combine function- 
aliry and flexibiliry: high-quality 
graphics, cross-market searching 


and analysis of markets and 


securities against your own criteria. 


For fund administrators, there's 
InterPort for multi-currency funds, 
running oo PC networks or DEC 
VAX. Or, there's our mainframe 
supporting 
valuations = and 


service investment 
accounting, 
administration. All flexible, casy- 
to-use and with specialist atter-sales 


support. 

For facts you can trust, use 
Datastream. Call Philippa Winton 
on (071) 250 3000 for an 


information pack. 
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Security Pacific closes London-based venture arm’ 


By Charles Batchelor 


SECURITY PACIFIC, the Californian 
bank, has closed Security Pacific Hoare 
Govett Equity Ventures, its profitable 
London-based venture capital arm, as 
part of its retreat from international 
business. A 

The closure has come with Equity 
Ventures half way towards raising a 
£150m venture capital fund ~ £30m of 
which would have come from Security 
Pacific itself - in Europe and the US. 
Fund-raising has been halted. i 

The deci to close formed part of 
Security Pacific's review of; its 


operations worldwide. It was made even 
though Equity Ventures made a profit’. 
of £14m last year. ‘ 

Mr Peter Voss, president of Security. 
Pacific Hoare Govett Group, said: “This 
was an excellent performance.” 

Equity Ventures-had a team of four . 
executives headed by Mr Bert Wieg- 


man. : 
It had made 22 investments, mostly in 
management sen oats jane buy-ins, 
since it was , although 
on the stock 


The remaining portfolio 
panies will be handed over for monitor- 
ing to Security Pacific Venture Capital, 
the bank's main US-based venture capl- 
tal arm, which has one staff member 


mi Pacific will provide the eight 
with additional funds 


[ 


i outs 
But it will lally-attempt to dispose 
of its fell gradual oil nt make Dew 


investments. : 
- Tt can expect offers from other UE- . 
based venture capital companies for its 


withdrawn or sca 


smaller UK venture capital 
Somes er to withdraw: 
the next few years. Pe 


int ies,.. 

i aiso forms part of 4 more general, 
x enchment in the industry. eu 
Several big US organisations 
attracted by 


of two years ago have 


over, 





UK ECONOMY 


SIB cannot force Fimbra to merge 


SIR David Walker, chairman of 
the Securities and Investments § 
Board, has ruled out_an organisations. including the 
enforced merger between Fim- 
bra, the troubled City of Lon- 
don watchdog, and other self- 
regulatory authorities. 
Speaking to the annual con- 
ference of the Institute of 
Insurance Brokers at Bourne- 
mouth, on Saturday, he said 


minister responsible, has ral wastage. All the UK clear- 
it clear that he would not ers face heavy pressures to 
i efficient in the 


become more 
ms between tho organizations. : ies remand 
com 

i See "ir John played down any 
in much public comment in announce plans for large scale fons i 
recent days”. 

imbra said yesterday: 
“Obviously we welcome the 
fact that Sir David has 


: ; ai 

the SIB did not have the pow- the Financial Times published in real terms. 
ers to enforce such a merger. our chairman has rai: with today that he will give details Sir Joba said this should not 
“To do so would be quite ins of the plans when he be viewed as an annual com- 
inconsistent with self-regula- However, Sir David’s inter- ’resultson mitment but as an average 
tion,” he said. Sir David's own pretation of bis role appears to February 28. He said the cuts “over a period”. It was impor 
tant for banks not to pay divi- 


proposed solution to Fimbra's 
difficulties was to seek funds 
from the providers, mostly life 
insurance companies, for 
whom most Fimbra members 
provide a channel. 

He saw “little prospect” of a 
majority of members of Lautro, 
which represents life assur- 
ance and unit trust companies, 
and Imro, representing imvest- 
ment managers, voting to 
merge with Fimbra. bra. responsibility 

Fimbra, which represents includes the day-to-day run- 
financial intermediaries and ning of the investor compensa- 
brokers, was revealed in a tion schemes, according to 
leaked letter earlier this month the DTL 
to be in indirect danger of Mr John Redwood, the DTI 


Directors’ pay out of tune with performance 


By Della Bradshaw 


THE PAY rises awarded to the 
top dixectors of small British by 
companies still bear little rela- 
tion to company performance, 
to a survey from the 
Incomes Data Services’ Top 
y published today. 
With more than half of 
directors recei' pay rises 
higher than the in 
company pre-tax profits, the 


because Barclays wrote off a 
large part of its Third World 
debt that year. 

!- Monday Profile, Page 32; 
natu- Observer, Page 12 


ties Market, had an average 
turnover of £15m in the year 
ending between January and 
July 1990, and paid their top 
directors an average of 
£73,500. Of the 60 directors, 
only five received increases 


“If top company directors’ 
Institute of Directors pay, which is subject to 

greater public scratiny and 
monitored by non-executive 
directors, does not follow 








Contractors wishing to be considered for selection to tender for the 
installation of full central heating with domestic hot water at the 
Patmore Estate, Battersea, London SW8 should submit names to 
the Chief Executive and Director of Administration, Room 111, 
The Town Hall, Wandsworth High Street, London SW18 2PU, 
quoting reference DH/301 by 8th March 1991. 







|. ‘The TURKISH ELECTRICITY AUTHORITY (TEK) has received 2 loan fxn 

the Power Systems Operation Assistance Pmject Pund of the World Bank (Loen 

eattadon Pj aot bn ianiod be pf en romeo se =a 

ject and bt is intended that pat of the of this loan will be 

applied to eligible peyrocame uder tae Csiecfs) for hac thas Bevin for Bids 
RETA 







The heating works will be carried out in phases and the initial phase 

will cover approximately 300 dwellings. It is anticipated thal 

tenders will be invited from selected Contractors in August 1991 

with an anticipated start on site by March 1992. 

All applicants must provide the following information:- 

a) The full name of the company wishing to be considered to 
tender: 

4) details of labour force, plant and technical and supervisory 
staff, 

©) names and addresses of three technical referees for whom 
similar work has recently been completed: 


d) -acopy of the Company's latest audited accounts which 
should be not more than 18 months old: 


the name and address of the Company's banker; and 


f) if a contractor is shortlisted for tender, they will be 
required to submit a copy of their company's policy 
Statement Produced in accordance with Section 2(3) of 
the Health and Safety at Work Act 1974 and complete the 
Council's questionnaire on Health end Safety and Equal 

Applicants should refer only to the above-mentioned scheme im 
their reply and must not incorporate replies to other advertisements 
opts rata cara Late applications will not 

consi . 





‘The TURKISH ELECTRICITY AUTHORITY (TER) now invites sealed Bids 
from eligible Bidders for the supply af Test and Control Equipment. 
‘Tmerested eligible Bidders may obtain further information from end inspect the 
Bidding Documents at the Office of: 










A complete act of Bidding Documents may be purchased ‘mpereatod eligible 
Bidder on the svbeaission of # written epplication to the non 

‘TURKISH ELECTRICITY AUTHORITY 

General Management 

Intel Baivad Nort Kee 1 

Babcelicvier - Sou Dark 

Ankara - TURKEY . 

and open payment of a non-refundable fos of 100 US Doltars or 300.000 TL at the 









‘Those Bids snbmimed by the Bidders who did. the 

ve by ‘net purchase the Bidding Document 
je All Bids mest bt accompanied by a Bid Security af not less than 3% (three percent) 

off the bid price and mur be delivered to the fallowing sddress: 

‘TURKISH ELECTRICITY AUTHORITY 

‘General 

‘Ticazi Isler Daire, Beskenligi 

‘Yotnfi Balvasi No: 27 Kat: 1 

Bahcelievier - Son Dunk 

Ankara - TURKEY 

ea or before 12,00 hours on 11.4.1991 and Bids will be opened at the bulow 

mentioned address at 14,00 hours on the sans date. 

‘Bids will be accepted far the total quantity but no hid will be for any lesser number 

of units than specified. 

Bids will be: in the of Bidder” 

an Opened in the presonce ‘Tepececntatives who choose to 
‘TURKISH ELECTRICITY AUTHORITY 
General Management 












necessary professional services for these works under the directi 
of Mr R. 5. Sheppard, F.R.LC.S., F.LH., Director of Housin; ra 1727 
Garratt Lane, Wandsworth, London SW18 4AF 


G.K. Jones 
Chief Executive and 













WORLD BANK 
MAIN COMPLEX REHABILITATION PROJECT 













SUPPLY OF ELECTRICY L4MW LOAD 


Applications are invited for the supply of electricity to County 
Door restom, Lancashire. The Contract 1 commence 1 Apcil, 
1991. 2 


Further details on Contract duration and load profile for this 
Cenral Administrative Ofc can be obsined on retest in writing 
im: 


Energy Management Group, Department of Property Services, PO 
Box 26, County Hall, Preston, Lancashire PRI 8RE 


Offers to be returned not later than 1030 am on 28 February, 1991. 









1900 K Geect Aw, 
meet. NW ey ea ee gO Att Mr. Asthur Botyide. RETEs ara 








Contractors ttusl be curently involved in exterior , 
domorairaie the obilly fo obtah minimum boncing ot USS Tomas 8! Be abla te 


Fclcuhag encbaidioh of tectindcot ptseni : 

ee eee a ae na reo te pe 
wii be o 

es accepted by the World Ean, obi on thei lachnical propasats, 

or moet Irtoroation, Contact Mr. Artin Borie ah (202) 473 1118 or FAX No (202 















The Veorld Bank toxorves the right! to refocl any and ail somitiels without recoursa, 











Independent - 


television .. 


opposes EC 


work plan: 
sane. 








INDEPENDENT _ television . 
said 


that 


to restrict 


European 

working hours to ensuite. 
di safety of employees: 

om to widespread. “dis-. 


t 


led down, their.” 





2 


of eight com- ee Oe ewity Peel's decision” * 

























ts 
An tiction said & draft direc Secke 


i orking time, plus - 
tive on Ww i 


amendments to be di: 
aropean 


posed - 
by the government, the ITVA 


aid it would help umious 
resist flexible working pat- 


terns. : 
Mr Mike Chattin, ITVA 


industrial relations adviser,” 
is restrictions . 


objects, are an overall limit of 
96 hours worked in any 14 


rest period of 11 consecative 
hours in any 24. The old 
national agreements allowed 
workers to be rostered for up 
to 14 hours without overtime 
payments being made. 





LEGAL NOTICES 








| Registered number: 1974756 
Nature of business 


Joint Administrative Recalvers 
{Office 


holder nes 26 and B14) of Cork Gumy, - 


43, Temple Row, Birmingham, 82 SJT 
Worlaby Estates Pic 





LEMOS DECEASED 





Berson owing 
Mr. Lemos should also sand writen particu- 


tare to Mrs. J.A. Abrey at the address below. 
DATED this Suh day of February 1991 
Mrs JA, 








There are many to chi 
from in the WEEKEND 


every Saturday. 
Make sure of your copy’ - 
today. - 
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~~ Renault ts nove a 12 mantis entdee mileage waranty wath ree RAC membership 





Whatever else is divided, opinions are not. 16 valves under the 
bonnet of the Renault 19 create probably the most refined performance 
‘at in its class. The performance? Its 1764cc engine delivers 187 bhp 
and a top speed of 132 mph. 

And the refinement? 
Power assisted steering is 


fitted as standard, as is an 


_ electric sunroof. The sports steering wheel is height adjustable. The 
pacing stylé driver's seat adjusts to’suit'the driver's height and provide - 


‘-lumbar support. And anti-lock brakes and leather upholstery are 


options. So the Renault 19 16-Valve out-performs the competition, 
comfortably. And, thanks to the standard catalytic converter, cleanly too. 
Whether 3-door hatchback or 4-door saloon, detailed thought has 


also gone into the details. Like electronic digital stereo, the electric front 


_ windows, electric door mirrors, 60/40 split rear seat, and ‘Plip' remote 


_ control central locking. 


At just £11,995 (excluding on-the-road costs’), the Renault 19 


16-Valve is a great deal — and a great deal less than any of its competitors. 


” _ But of course, there's a great deal more to the Renault 19 range 


than just the 16-Valve. There are also four more engines. The 1.7 which 






plus an 8 year setrcomosion 





16 into 19 
does go. 


has a top speed of 115 mph. The 1.9 diesel which returns 61.4 mpg at 
56 mph. And two 1.4 versions including the new 80 bhp ‘Energy’ unit 
fitted in the new 19 GTS-X — a model with many of the features of 
the 16-Valve, but starting 
from only $8,510 (exclud- 
ing on-the-road costs™). 
Naturally all the petrol 


versions run on unleaded fuel and both the TXE and TSE have fuel 


aD injection and éatalytic converter fitted as standard. 


Though our standards are high, our prices aren't. The Prima, our 

least expensive model, starts at just $7,150 (excluding on-the-road costs*). 
Finally a word or two on depreciation. The Renault 19 has one of 

. the lowest figures of all in its class, backed up with an all model, 8 year 
anti-corrosion warranty: a first in its class. So if you are thinking of a 


new car, think very carefully about it. We have. 


lp Renault Information Service, Freepost RG 1941, Newbury, RG13 3BR. vorrieat | 
| Please send me more information about the Renault 19 16-Valve. 
| mea ae 

















areas eT ‘andrea THERES MORE 
| teeter eg tera To UFE WITH 
For more Intormation telephone Renault Freephone 0800525160 RENAUIT =| 





sara. “Renaud 19 16 ave 3dr or 4h inc, est. orrthe-soad costs £12,395. "Rena 19 GTS 3dr ine. est. omthe-road costs £8,910. tRenault 19 Prima 3rd ine. est. on-the-rad costs £7,550 
Prices correct al time of going to press. Ramnauit UK Liu, Western Arenue, London W3 ORZ. RENAULT recommend ail hubris 










S Britain's depleted 


pressed manufacturers have 
given last week’s cut of ‘4 per- 
centage point in interest rates 
a predictable reception — half 
a cheer, 

After the job cuts, closures 
cmlpeal mang faracup Bc 
consigned many t- 
ish names to history, the sur- 
viving makers of these basic 
tools of manufacture, often 
seen as the best barometer for 
identifying what is happening 
in industry, are trying hard to 
sound : 

Yet there is little mistaking 
the intense irritation of the 
sector — the seventh biggest 
machine-tool industry in the 
world with annual sales of 
about £1bn — as the recession 
punches holes in its home mar- 

et. 

Mr Malcolm Taylor, manag- 
ing director of Bridgeport 
Machines of Leicester, the UK's 
biggest producer, sums up the 
industry's frustration. “I feel 
bitter about this economic 
cycle.” he says. 

“Lawson took the leash off 
taxes, which led to a housing 
and property boom. Now the 
process has been reversed, but 
industry has had to foot the 

For Bridgeport, a cut of % 
point in interest rates is a step 
in the right direction, but it 
will take a farther reduction of 
two percentage points before 
UK business recovers signift- 
cantly. 

The industry finds its cur- 
rent woes particularly galling 
as they follow two years of 
strong demand and increased 
productivity in 1988 and 1989, 
in spite of the steep rise then 
in interest rates. 

The crucial difference in 
1990, producers say, was a 
sharp drop in confidence 
among UK customers in manu- 
facturing. In some sectors, 
business is down 40 per cent 
compared with a year ago. 

Mr Taylor and industry offi- 
cials cannot remember a reces- 
sion as steep or sudden as the 
Present one. Last April's Met- 


ham went surprisingly well, 
says Mr John Nosworthy, 
director-general of the Machine 
Tools Technologies Association 
(MTTA). But now, the outlook 
for companies selling into the 
UK market is “ghastly”. 
Fortunately, prospects over- 
seas are much more encourag- 
ing. Exports, particularly to 
Germany, the emerging mar- 
kets of eastern Europe, and the 
far east, are rising fast. The 
larger companies have worked 
hard over the past five years to 
increase the proportion of their 


the industry’s exports rose by 
23 per cent last year to £489m 
while imports edged up 1 per 
cent to £523m. 

For the first time in a 
decade, the industry had a 





trade ann with roa! Euro- 
pean Community, its biggest 
market, after boosting its 
exports to the EC by 37.5 per 
cent to £236.4m. 

However, Mr Taylor worries 
exchange-rate recy ha pat @ 
e pa a 
new obstacle in the path of the 
industry's exports. He is partic- 
warly upset by the pound's 
“ridiculously” high level in the 
exchange rate mechanism of 
ci European Monetary Sys- 


Mr Taylor is not alone in the 
high valne of the pound threat- 
ens to cancel out the produc- 
tivity gains achieved by 
restructuring in the mid-1980s. 
At US-owned Bridgeport, the 
Leicester factory floor was vir- 
tually rebuilt in the 1980s to 
help ensure fong-term campeti- 


tiveness against its powerful, 
well-organised Continental and 
Japanese rivals. 

‘The 200 elderly machines for- 
merly used to produce Bridge- 
port's machine tools have been 
replaced by 17 precision 
“machining centres” — large, 


complex versions of the 
machine tools they 


Greater emphasis has been 
placed on precision-controlied 
machines. 


Taylor was forced to declare 
160 redundancies at Bri 
port’s two UK plants late last 


ne 


i 
ae cr 
fle 
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ni 
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i 
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cut 90 exhibition in Birming- Malcolm Taylor: “We're stil! making plans, because we want to be in this industry in two years’ time” 
CBI/FT DISTRIBUTIVE TRADES SURVEY 


Declining demand expected to boost excessive stockbuilding 


RETAILERS have reported the first 
year-on-year fall in sales volumes 
since the Confederation of British 
Industry/Financial Times survey of 
distributive Puen in 1983. 

Business is to worsen fur- 
ther this month as retailers struggle 
to cope with scant and declining 
anni 


sales volumes. 


Booksellers, stationers and sellers 
ot footwear and leather goods have 


compared with a year ago. Of the 557 
respondents, 23 per cent reported that 
sales volumes were up while 53 per 


balance of 7 per cent reported r 
sales volumes than a year earlier. 
Speedy declines in volumes and 


umes next moni 


ber. The sharp slowdown in economic 
activity began to show in in 
official data for out 


lower than a year 
before. Levels of demand are slipping 


before. A 
cent af 
sales 


cent reported that they were down. monetary In September, in February 1990. 
The difference between the two, there was still a positive balance of17 . - 
which gives a to the trend, was per cent of distributors reporting all three 
a negative balance of 30 per cent. year-on-year sales growth. same month 
Among the 305 retailers, a negative Now, a balance of a negative 33 per showed the 
cent is to face sales vol- 


ive balance of 42 per 


Machine tools ground down below tolerance. 


Andrew Baxter finds the survivors of a traditional sector of industry struggling to outlive the downturn 


says. 

Wadkin recovered last year 
with orders from eastern 
Europe, but is deeply disen- 
chanted with the UK banks’ 


industry’.” 

In spite of the setbacks of 
the past few months, the indus- 
try is more angry than despon- 
dent and Mr Wren foresees the 
beginnings of an upturn in the 
UK by the last quarter of this 


year. 

He is holding on to workers 

to ensure that Wadkin does not 

miss out because of future 
of skilled labour. 


Mr Taylor also refuses to be 

“We're still mak- 

ing plans, because we want to 

be in this industry in two 
years’ time,” he says. 

“You can’t stop investing for 
two years, because you are 
then giving that time to the 
Germans and Japanese.” 


ae hnpenesd suatety (aden time of 
year january, as 
indicated by eo aad 
24 per oo distributors, the sur- 
vey says. compares a nega- 
tive 29 per cent in November. 
However, February is expected to 
be another “unsatisfactory” month 
with a negative 
expecting 


of a negative 


balance of 34 per cent 
poor sales for that time of 


year. 
A positive balance of 36 per cent 


suffered the sharpest falls. The stron: confidence as Britain has slipped into faster in the wholesale and motor for industrial materials and goods 2 

gest sales growth was reported by gro- recession are shown by the charts trades than in retailing, the survey handled by ” merchants. reports that stock levels are still “too 

cers and newsagents. below. shows. That may suggest that ’s pro- high” as sales volumes decline. Slack 
Distributors covered by the survey Trading conditions for the distribu- For the ninth si running, dis- _ visional retail sales figures for Janu- demand is expected to result in addi- 

— the retailing, wholesaling and tive trades have worsened quickly. tributors have placing lower ary may show more tional stockbuilding. 

motor trades - reported a marked fall The negative balance was 17 per cent volumes of orders with suppliers than _ the consensus market forecast — fora 

in the volume of sales in December in December and9percentin Novem- im the corresponding month a year decline of 12 per cent — suggests. Rachel Johnson 


Retailing 
Sales (%) 


‘Orders (%) 


‘Stocks (%) 


== Expected balance  amenmme Reported balance 


RETAILING 


Independent 
clothes shops 
less hard hit 


CLOTHING retailers will face 
a gloomy time this year as 


a survey by Verdict, the retail 
consultancy. Some will fail to 


suggests 
small independent retailers 
are proving more responsive 
to the tough market conditions 
that the multiple chains and 
are outperforming them in 
many sectors. 


tried to play safe by stocking 
similar, unimaginative lines 
and this bas created a gap for 
smailer entrepreneurial basi- 
nesses which often offer 
ereater flair, the report says. 

This conclusion is supported 
by Mr Christopher Gurteen, 
chairman of the Imbex inter- 
national men’s and boys’ wear 
exhibition, who says indepen- 
dent chains represent “the 
way forward” for menswear 
retailers. He said the larger 
menswear stores had lost 
touch with the man in the 
street, while many indepen- 
dent retailers responded better 
to customer 


By John Thornhill 


Verdict on Clothing Retailers. 
Verdict Research, 112 High Hol- 
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to remain tough 
for construction 


The level of pain'in 


HE pain being felt in 
| Britain’s deeply 
de] construction 
industry is continuing to 
worsen as more companies are 
tive receivers were appointed 
to four out of five contracting 
subsidiaries of Elliott Group, a 
large, privately owned con- 
tracting and property 


ops Stortford, Hertfordshire. 
Two days earlier Trade 
which insures com- 


ing to Crest Nichol- 
son and Bryant, two medium- 
sized housebuilders operating 
in southern and central 

sales ues mont bys 
no higher than in January 
year. The companies, which 

@ sharp fall in profits, 


es this spring are becoming 
concerned that worries about 
sharply rising unemployment 
will continue to deter some 
Raerest ates came Gown 

rates come down. 

Crest, which made a £3m 
loss in its housing division dur- 
ing the 12 months to the end of 
October, was forced to dip into 
its reserves to pay a main- 
tained dividend. 

Bryant's pretax profits fell 
by more than a third to £9.3m 
during the six months to the 
end he Novant ber. Mr Andrew 
I enzie, the group's manag- 
ing director, said the market 
would not start to recover until 
interest rates came down by 
another 2 ait Chines Points. 

it Chhina. bui 
analyst with stocktatkens ane 
clays de Zoete Wedd, said: “If 
well-managed, lowly borrowed 
companies like these are 
expressing concern then you 
have to worry about the future 
for much more highly geared 
housebuilders and commercial 
Property developers which face 
a very tough year indeed.” 

The commercial property 
market since November 1989 
has fallen sharply, with disas- 
trous consequences for 
construction companies which 


the industry is still 
rising as more and 


more companies are ©. 


forced into / 
receivership, writes 
Andrew Taylor 

had developed housebuilding 
and commercial property bust 
nesses alongside their tradi- 
are in the late 


Overbuilding 
19808 has left too many devel- 


ment institutions, which 
previously bought large 

unts of commercial prop- 
erty, have gone on a buying 
strike, 


borrowed large sums to finance 
developments have found 
themselves unable to sell com 
leted properties at a price 
pavers the original debt and 


have been forced into receiver-. 


ship. In other cases, property 
sales have failed to take place, 
squeezing earnings further. _ 
Lower interest rates will 
make commercial property 
yields comparatively more 
attractive but will not over- 
come the sector’s fundamental 
weakness of oversupply. The 
National Economic Develop- 
ment Office has forecast that 
commercial construction out- 
put will fall by 15 per cent this 
year and by a further quarter 
in 1992. This has been having a 
knock-on effect on contracting, 
as work on existing schemes is 
completed and new schemes 
which had been expected to 
start are postponed. Builders 
facing a shortage of work have 
been cutting their prices. 


ncreased competition has 
hit margins even in areas 
such as road building, 
where investment has bean 
increasing. Contractors say 
companies which in the 1980s 
had built up their private com- 
mercial activities were now 
itching ‘back , a 
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going even if 
interest rates are further 
reduced and a the housing 
market starts on a slow recov- 


Mortgage debts make an Englishman surrender his ‘castle’ 


R PETER SAWYER, 

aged 25, is a child of 

the Thatcher era who 
feels orphaned in the harsher 
financial world of Britain in 
recession. 

During the Thatcher years, 
he had done well. Straight 
after school he began working 
for an estate agent on a 
commission-based salary 
where within two years he was 
earning about £20,000 a year. In 
1987 at the height of the prop- 
erty boom he earned a further 
£18,000 by buyin: 
himself and reselli 
within a few months. 

Part of the £18,000 went on 
“enjoying myself”, the rest 
went on deposit. The savings 
allowed him in July 1989 to ful- 
fil his childhood ambition of 
buying his own home for him- 
self and his girlfriend: a re- 
modernised semi-detached bun- 
galow in Billericay, Essex. 

More recently, a combination 
of high interest rates, low turn- 
over in the housing market 
and a drop in house prices has 
turned this one-time property 
speculator into a property vic- 
tim. Although he handed in his 
house keys to the mortgage 
lender last September, to avoid 
what he expected would be 
inevitable compulsory repos- 
session, Mr Sawyer still faces 
financial difficulties. 

The housing decline has 
meant lower commissions at 
the property consultancy 
where _he now works, and 
increasing in paying 
off his overdraft. 

When Mr Sawyer first saw 


them 


the bungalow, it was on the 
market for £81,500. He bought 
it for £80,000, with 269,000 cov- 
ered by a low-start, 25-year 
endowment mortgage caicu- 
lated on the basis of three 
times his then salary. The low- 
start meant that full monthiy 
payments would be deferred, 
rising gradually in the course 
of the first five years. 

“I went to see one of the 
better known estate agents 
locally . . . they said, “Why 
don’t you give our mortgage 
broker a ring?, and the next 


the cheapest possible monthly 
repayment on the amount of 
money I was to bor- 
Tow.” 


Mr Sawyer moved in with 

began nepeoring fas Keron 
improving the 

with enthusiasm. In the first 

few weeks more than £3,000 

ation, th judg ‘aura Ashley 
ine! 

wallpaper with matching cur- 

At the end of September 
1989, Mr Sawyer was informed 
that an initial 1 per cent dis- 
count on the interest rate pay- 
able on his mortgage had 
ceased. The new monthly pay- 
ment, after adjustment of the 5 
per cent deferral, would be 
£515.50. 

Rising interest rates and the 
cost of aupporting the enild 
meant quite erty 
certainly adapting Ry lifestyle 
Mr Sawyer had not been accus- 


The Council of 
Mortgage Lenders 
announced last 
week that 43,890 
houses were 
repossessed in 1990, 
the highest number 
since records began 
in 1979, and that 
mortgage arrears 
had risen sharply. A 
growing trend is for 
householders to 
surrender their 
homes in an 
attempt to avoid 
compulsory 
repossession. Jimmy 
Burns talks to one 
man who handed in 
his keys 


tomed to in the golden 


years. 

“Perhaps we both had too 
bere too early . several 
idays 2 year, two cars, por- 
table phone, clothes . . . then 
suddenly we found we couldn’t 
go out because we couldn't 
afford it... the holidays 
went and all we could buy 
were the basics in the local 

store.” 





Aten Herper 


Shattered dream: the bungalow that Peter Sawyer has had to give up 


The crunch came last July 
when a letter arrived from Mr 
Sawyer's lender, Hambros 
Bank. reminding him that 
under a special clause con- 
tained in the mortgage con- 
tract, a revaluation of the bun- 
galow was required. 

Revaluation downwards 
(from £78,000 to £77,000) meant 
that the amount outstanding 
on Mr Sawyer’s mortgage was 


. greater than 90 per cent af the 


current revaluation and was 

eel jer the conditi 

longer elible to be contacted 
niger 2] 

on a deferral scheme basis. 
This meant that monthly 

Payments increased from 

£572.72 to about £975 per 

month. 

“My reaction was one of real 

shock .. . I wrote to the bank, 


explained our itua- 
tion . . . another letter Ages 
ing. I 


baby and that it was 
only short term, that in six 
months time we'd get a nanny 
and that my girlfriend could 
return to work and we'd be 
able to afford it... you 
don't want to leave the house 
empty if we are prepared to 
pay as much as we can possi- 


monthly payment of £700 for a 
three-month period, but the 


and the coi mdence 
telephone conversations 
“It got to the point when the 


handing over the keys, he 

ied {2 alleviate te ee 

uma of compulsory 
Tepossession, 


The bungalow remains 
unsold, however, and losing it 
pee not absolved Mr Sawyer 


rowing, themselves 
into a deeper hole. Its 2 
Vicious circle ali round really.” 


The going is set 


re 
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SS ECONOMICS 


THE LATEST news from 
and Kuwait will dominere sed 
activity of the international 
financial markets this week. 
. The of rice will be the first to 
respand to ij that Iraq is 
prepared to out of Kuwait. 
‘Tf the peace does not materi- 
a alise; .the- economic: impact of 
~ the. Gulf war, not the Gulf 
peace, will continue io drive 
sentiment and activity. 
. However, the news has 
prompted a return of attention 
to domestic economic funda- 
mentals: the recessionary con- 
ditions in the US and UK and 
the impact of economic unifica- 
tion on Germany. 
. nm Europe, attention will be 
fixed on Mr Theo Waigel, Ger- 
is ‘due to se the Ge aa 
ie to present rman 
budget to cabinet on Wednes- 


‘The event will be crucial for 
all the European markets, who 
will have to judge whether 
‘interest rates have peaked or 
whether -strong demand pres- 
sures following unification will 
force the Bundesbank to push 
them up again. 

> The budget will give the 
* Bundesbank an indication of 


@ Today 
Commons: Maintenance 
Enforcement Bill, Second 
Reading. Ministerial and 
‘Other Pensions and Salaries 
Bill, remaining stages. 
Opposed private busines: 
after 7pm. . 
Lords; Debate on Horse 
Racing. Question to 
Government on the removal 
of South African sanctions. 
Select-Committee: Public — 
Accounts - subject, Staff 
appraisal. Witnesses: Mr J. 
Patterson, Director, 
, Department for National 

¥ Savings; Mr P. McMaster, 
Director-General Ordnance 
Survey; Mr €: Kemp, Second 
Permanent Secretary, Office 
of the Minister for the Civil « 
Service (Room 16, 4.30pm). 
@ Tomorrow | 
Commons: Oppasition debate 
on “The tmpact of the Poll 
Tax” and “The impact of | 
Government Policies on 
Manufacturing Industry” - 


‘Lords: Planning and = = 
Condensation Bill, Repart 
Stage. : é 


Select Committees: Trade and 
Industry - Subject, the British 





Hong Kong _ 
orders for - 
~ Gammon 


CONTRACTS worth over £40m 
bave been won by GAMMON 
CONSTRUCTION, .a . Hong 
Kong-based company jointly 
owned ‘by ‘the construction 
division .of Trafalgar House, 
and Jardine Matheson. - 

Largest: award is a £32m 
(HK$488m) contract from the 
Hong Kong Housing Authority 
for the construction of seven 
85-storey. residential blocks | 
with a gross floor area of 
158,026 sq metres. A five-storey - 
car park and: associated exter- 
nal works are included. - 

Other projects include a 
£4.4m (HK$66.47m) contract for 
the Hong Kong government 
-involving site formation of 
Sham Tseng treatment works, . 
and building Sham Tseng West 
fresh water service reservoir. 
? “ Smaller awards totalling: 

 23.8m @ikssem) include piling, 

- , civils, and-fitting out orders. 


Motorway — 
“work in. 
Kent’. ‘ ti Sie 


con-. 
Kent County Council's 
_ tract by. ow ft 


. highways and 
-- gent for motorway develop-- 


- eke 
“SHELL U:K. Exploration and 
: Production, ratOr in the UK 
‘sector of the’ North Sea for 
“Shell, Esso .and 





all & Tawse- 


Group Limited 


cH 








conditioned offices facing 





UK retail sales 





how flexible government will 
be towards tax increases at a 
time when estimates of the 
budget deficit for 1992 — 
around DM140bn ~ are looking 
increasingly rosy.However, 
specific tax measures are 
unlikely to be framed this 
week but reserved for a supple- 
mentary budget later this year. 

Last week's cut in UK inter- 
est rates is likely to be justified 
by further evidence this week 
that the recession is to be lon- 
ger and deeper than the 


PARLIAMENTARY DIARY 


position on the Common 
Agricultural Policy. Witness: 
John Gummer MP, Minister 
for Agriculture, Fisheries and 
Food (Room 15, 3.30pm) 
Committees on Opposed 
Private Bills: Heathrow 
Express Railway Bill (Room 
5, 10.30am): London 
Underground Bill (Room 6, 
11am) 

@ Wednesday 

Commons: Criminal! Justice 
Bill, Progress on remaining 
stages 

Lords: Debate on a no-fault 
system for medical injuries. 
Debate on problems facing 
the performing arts. Question 
to Government on provision 
for school libraries 

Salect Committees: Foreign 
Affairs - Subject, Gulf crisis. ° 
Witnesses: the Institute for 
Strategic Studies. (Room 15, 
10.30am) ; 
Trade and Industry - Subject, 
takeovers and mergers. 
Witnesses: DTI oificials (Room 
“19, 10.45am) 

Defence - Subject, EH101 and 


’ Attack helicopters and the 


Trigat missile system. 
Witnesses: MOD officials 


aounnee are so far admit- 


e. 

The most recent sets of sates 
data have been affected by the 
prolongation of the sales peri- 
ods. But today’s provisional 
a, well a been season- 

jus for January sales 
and should show a fall com- 
pared to the December figure, 
which was propped up by pre- 
Christmas sales in shops. 

Other notable events and 
statistics, with median market 
forecasts from MMS interna- 
tional, the financial research 
company, in brackets include: 

Today:UK, public sector bor- 
rowing requirement (down 
£4.2bn), provisional retail sales 
for January (down 1.2 per 
cent), Confederation of British 
Industry/Financial Times sur- 
vey of distributive trades. US, 
public holiday. Germany, 
import prices. France, current 
account. Japan, money supply 
(7.8 per cent) 

Tomorrow:France, industrial 
production (down 0.7 per cent 
in December). 

Wednesday:UK, monetary 
statistics MO (annual 3.2 per 
cent), M4 (annual 11.1 per cent) 
M4 bank lending for January 


(Room 16, 11am) 

Energy - Subect, clean coal 
technology. Witnesses: Sheil 
UK Ltd and British Gas Ple 
(Room 8, 11am) 

Agriculture - Subject, Animais 
in transit. Witnesses: UK 
agriculture departments 
{Room 18, 3.45pm) 

Health - Subject, Public 
expenditure. Witness: William 
Waldegrave MP, Heaith 
Secretary (Grand Committee 
Room, Westminster Hall, 
4.15pm) 

Home Affairs - Subject, Levy 
on horse racing. Witnesses: 
the Racegoers Club (Room 
15, 4:30pm) 

Public Accounts - Subject, 
Defence Ministry: !nitiatives 
in procurement. Witness, Sir 
Peter Levene, Chief of 
Defence Procurement (Room 
16, 4:15pm) 

Transport - Subject, 
Developments in EC air 
transport policy. Witness: 
British Airways (Room 17, 
4:15pm) 

Treasury and Civil Service 

- Subject, Currency. 
Witnesses: Treasury. Royal 
Mint and Bank of England 


_. CONSTRUCTION. CONTRACTS 





. Return to domestic fundamentals 


(£4.5bn), fourth quarter prelim- 
product 


imary gross domestic 
(down 0.9 per cent). US, con- 
sumer prices index for January 
0.3 ber cent. ex fond ane 
energy per cent), 
starts and real earnings for 
January. Germany, finance 
minister Theo Waigel presents 
the 1991 budget to the cabinet. 
Thursday-US, money supply 
data. Japan, capacity utilisa- 
tion for January, trade balance 
for December. Canada, retail 
sales (down 0.4 per cent). Fed- 
eral chairman Mr Alan Green- 
span’s half-year Humphrey 
Hawkins testimony before 
house committee, two- 
and five-year note auction. 
Friday:US, Treasury budget 


mercial and industrial loans 
for January. consumer 
Prices index (month-on-month 
15 per cent, year-on-year 5.7 
per cent), wholesale trade, 
fourth quarter travel account. 
New Zealand, trade balance. 

During the week: Germany, 
M3 (6.4 per cent). Japan, Febru- 
ary wholesale prices index and 
trade balance. 


Rachel Johnson 


Officials (Room 8, 4.30pm) 
Armed Forces Bill: Witnesses: 
Ministry of Defence and other 
Government departments 
(Room 21, 5.10pm) 
Committees on opposed 
private Bills: Heathrow 
Express Railway Bill (Room 
5, 10.30am); London 
Underground Bill (Room 6, 
10.30am) 

@ Thursday 

Commons: A Scottish National 
Party debates entitled “Gulf 
war alms and the restoration 
of peace in the region”. The 
Representation of the Peopie 
Bill, ramaining stages. 
Opposed private business 
from 7pm 

Lords: Planning and 
Compensation Bill, report. 
Committees on opposed 
private Bills: Heathrow 
Express Railway Bili (Room 
5, 10.30am); London 
Underground Blil {Room 6, 
10.30am) 

@ Friday 

Commons: Private members 
Bills. 





Air traffic control centre Foreign 


THE CIVIL Aviation Authority 
has appointed BOVIS CON- 
STRUCTION as management 
contractor for the construction 
of: the building to house its 
‘£200m-plus. new En Route Air 
Traffic Control Centre (NERC) 
to be.built at Swanwick, near 
Fareham, ire. 

Bovis will manage the con- 


” struction of the 41,000 sq metre 


building, together with build- 
ing services. Site clearance 


eeae enim investment In 
updating an proving the 
Gee air traffic control facili- 


When it becomes fully opera- 
tional in 1996, the Centre will 
control all en route traffic in 
the London flight information 
region, which covers England 
and Wales up to latitude 55 
degrees north. 


it will provide a 40 per cent 
increase in airspace capacity to 
cater for the predicted increase 
in air traffic by the turn of the 
century. 


Offices and homes in London 


WATES CONSTRUCTION 
(LONDON) has ‘a_ contract 
worth over £1lm from. The 
Shinfield Partnership for the 
redevelopment of 10-12 Great 
MarJborough Street and 18-20 
tion, then construction of air- 


and will be completed over the 
next 12 months. The five buiid- 
ings in the complex house 2000 


* onshore. staff. Ethernet LANs 
- are used in all five buildings. 


Initially, these will be linked 
‘by optical fibre backbones with 


- “copper. cables: to ‘fhe user sta- 


tions. Open system design will 
allow for the. introduction of 
high-speed LANs, such..as 
FDDI, when required: The proj- 
ect will involve provision of 
- bation rooms for the communi- 
cation system. ou 
* ek 7 
SULZER (OK) building services 


“Gs to complete in four months 
- pearly ia worth of mechani- 


installation-.on the new 
ae Superstore at Yeovil. The 
order. was placed by FR. Bar- 
tlett Construction’ for. the Co- 
operative Reta ore 


’ TEAM SERVICES has. con- 


tracts warts nearly pt 
design manage build- 
ing of bed-study accommoda- 


‘tion for 200 students at the 
tio: Cardiff 


“University of Wales, . 
eee | building ‘is at Cyn- 
' coed, with two more at Lan- 


g KK 
WESTBURY TUBULAR 
STRUCTURES, part of Henry 
Barrett Group, has a £3.2m 
contract for the superstructure 
of the repair shed at British 











| Rail’s North Pole depot. ‘This 


includes -600 tons of:steelwork 
and curtain: walling. Work ‘on 









kkk 
‘ WESCOL STRUCTURES. has 








tract to 


site starts-in ‘May for comple-_ 
1 ton iS Bee oe ae 


Great Marlborough Street. 

Studio/workshop accommo- 
dation and nine residential 
units will face Ramillfes Place, 


will 

age-and plant areas. - 
Elevations..are of facing 

brick and Portland stone and 

the mansard roof is in slate. 


The largest is a £1.6m contract 
for the steelwork and metal 
deck flooring for an office 
block in -Harewood Avenue. 
Marylebone, for Independent 
Estates. 
2. ak 
‘WIMPEY has won a £1.7m con- 
design and build a resi- 
dential complex at the Univer- 
sity ‘of Bradford. Work has 
started, and is to be completed 
in time to house next upon s 
undergraduate intake. The six 
accommodation blocks will 
provide 138 living quarters. A 
piazza and parking for stu- 
dents’ vehicles will be included 
within the campus. 
: kx 
BOWMER & KIRKLAND has 
an order to design and build a 
sports hall for Huntingdon 
Town and Huntingdonshire 


-* District Councils. Worth about. 


£lm, the contract is for a 
sports centre comprising a 
sports ball with five badminton 


spectator gallery, 

associated car parking and 
facilities. Work starts in April 
for completion before Christ- 


kak 

A MATERIAL handling and 
control systems contract, 
worth about $6m. has been 
awarded to LITTON INDUS- 
TRIAL AUTOMATION by Chi- 
cago-based Sears, Roebuck & 
Co to provide a totally auto- 
mated high-speed sortation sys- 
tem for Sears’ pew $150m cata- 

e distribution centre in 
Belleville, Ontario. The system 
will be completed by August. It 
will include two conveyor net- 
works, feeding up to 110 items 


Office 
records 


LOVELL CONSTRUCTION has 
a £7.2m order for a four-storey 
pyramid-shaped building at 
Hanslope Park near Milton 
Keynes, Bucks. 

The building is for the For- 
eign and Commonwealth Office 
records and finance depart- 
ments. 

At ground level the walls 
will be brick-clad, while first 
and second floors will be 


To form the p: id, the 
perimeter of floor will 
have a steel half-portal frame, 
with a full portal steel frame at 
the top to support the roof. 

The plant room is to be 
housed in the louvre-clad third 
floor and roofs will be finished 
in concrete tiles. 

Included in the contract are 
extensive mobile racking 
systems. 


per minute to the sort. The sys- 
tem will be able to handle 
items from nine inches long 
weighing one pound to 2 maxi- 
of 46 inches and 85 
pounds. They are sorted to 34 
shipping docks, 46 with extend- 
ible conveyors to load the 
orders automatically onto 
waiting 55-ft delivery trailer 
trucks. 





kk* 
STC TELECOMMUNICATIONS 
has won a £500,000 order to 
supply The Netherlands Minis- 
try of Defence with over 26,000 
Elektron telephone handsets; 
19,500 are for the Dutch army, 
4,200 for the navy, and the 
remainder for the air force. 
kk 
HONDA UK has awarded 


-JOHN COTTON (COLNE) an 


order to produce automotive 
trim for a ft Honda 
model Code-named “Synchro”, 
the first car is due off the pro- 
duction line later this year. 
Cotton will provide mouided 
headliners, rear shelves and 
spare-wheel.covers. Production 
this year has a planned ouput 
of 8,000 anits, rising to 100,000 
in 1995. At full output the con- 
tract will be worth £3.1mn. 
kak 

AKER CONTRACTING, Oslo, 
has a contract from Phillips 


and electrical equipment on 
the Ekofisk tank area. The 
order. is worth between 

and Offshore 
works start last this year with 
completion scheduled for 
“December 1952. 


UK COMPANIES 


RECEIVERSHIPS, debt 
renegotiations and other 
actions initiated by the clear- 
ing banks have for months 
shown the havoc the recession 
is wreaking on the banking 
system. ‘ 

The point will be driven 
home in the banks’ year-end 
results with Lloyds Bank kick- 
ing off the reporting season on 

iday. The other clearers and 


The combination of rising 
bad debts and economic reces- 
sion will take a heavy toll on 
their bottom lines. The damage 
was highlighted last Friday 
when Standard & Poor’s down- 
graded Barclays Bank from a 
triple A to double A plus. 

It had been one of only a 
handful of big banks around 
the world to be graced by the 
highest rating. S&P also put 


about 30 ner cent, not includ 
ing the effect of special provi- 
sions against Third World 
debts and other exceptional 
items. S.G. Warburg Securities 
is forecasting £672m, down 
from £910m in 1989. 

But Lloyds is also likely to 
stand by its promise of reward- 
ing shareholders with a real 
increase in dividend — proba- 


es . THE WEEK AHEAD 


report its fourth quarter and 
1990 results on Wednesday. 
The group is expected to report 
around 40 per cent increase in 
profit to £1.29bn in the fourth 
quarter as the revenue benefits 
from higher oil prices began to 
be felt. Analysts are predicting 
a sa nee nee the fut 
year's it to £3.34bn 
from £8.58bn in 1989. These fig- 


Abbey National will report 
the following ten days. 


over 
UK COMPANIES 


MTODAY 

COMPANY MEETINGS: 
Controt Techniques, 
Howard Hotel, Temple 
Place, W.. 12.00. 
BOARD MEETINGS: 
Finals: 


Newmarket Venture Cap. 
TR Pacific Inv. 

Temple Bar Inv. Trust 
Interims: 

Ashtead 

Fu 

Howard Holdings 
Second Alliance Trust 


SS TOMORROW 
COMPANY MEETINGS 
Archimedes investment 
Trust 131, Finsbury 
Pavement, EC., 12.30. 
Daily Mall & General Trust, 
Batmore! Room, Royal 
Garden Hotel, W.. 10.30. 
LPA Indusmes, Sattron 
Hotel. High St.. Satfron 
Walden, Essex. 11.00. 
Stakis, Stakis Normandy 
Hotel, inchinnan Ad... 


Rentrew, 3.00. 

Titon Holdings, 
international House. 
Peartree Rd.. Stanway, 
Colchester, Essex, 10.00. 
BOARD MEETINGS: 
Finals: 

Scottish Eastern Inv. Trust 
Interims: 

Baldwin 


3 WEDNESDAY 
FESRUARY 20 

COMPANY MEETINGS 
Acatos & Hutcheson, 
Brands Hatch Thistle 
Hotel, Brands Hatch, 
Dartford, Kent. 10.00. 
Bankers Investment Trust. 
Mermaid House, 2, Puddle 
Dock. EC.. 12.30. 
Burndene Investments, 22, 
Hanover St, Edinburgh, 
10.30. 

Dectus, Manhattan Sulte, 
Hote! Britannia, Grosvenor 
Sq.. W., 12.00. 

Group Development 
Capital Trust, 125, High 


DIVIDEND & INTEREST PAYMENTS 


m TODAY 
Amdahi 25cts 


Credit Foncier de France 
304; % Gid. Ser. Ln. Stk 20717, 
12, 13, 14 §.125pe 

Electra Inv. Trust 3.1p 
Guinness Mahon 0.659 

Nom (C) 812% Notes 1997 


75pc 

Midlands Radto 2p 

Pilkington 

Thornton {GW) 33.75p 

Treasury 815% Stock 1983 
1; 

Triplex Lioyd 2.5p 

Westland 2.5p 


mTOMORROW 

Archimedes Inv. Trust Inc 
13.25p 

Bankers Trust Ind. Cap. Grd. 
Fitg. Rate Subord. Notes 1996 
$216.06 


Wells, Fargo Fi Rate Sut 
5 1D. 
Notes Feb. ‘oor ‘$216.06 





Abbey National Treasury 
Services 144, % Gid, Notes 
1991 7.125pc 

Barclays Bank Und. Fitg. Rate 
Prim. Cap. Notes Series 2 
$416.28 

Bradford & Bingley Building 
Society Sub. Fitg. Rate Notes 
2005 Br. £358.81 

Canadian Imperial Bank Ot 
Commerce Fitg. Aate Subord, 
Cap. Debs. 2085 $415.25 
Caterpilar 30ets 

Homestake Mining Scts 
Hongkong & Shanghai Ganking 
Prim. Cap. Und, Fitg. Rate 
Notes $210.83 

LPA Industries 1.87p 

M & G Recovery Fund Inc. 0.5p 
Royal Bank of Scotland 5.6p 
Security Pacific 63cts 

Wagon Industrial 6.325p 


MI THURSDAY 
FEBRUARY 21 


Midland Bank on creditwatch. 
Lloyds’ profits will be down by 


Holborn, WC., 42.00. 
Sage, NE! House, Regent 
Centre, Gosrorth, 
Menroca| tle-Lpon-Tyne, 


BOARO MEETINGS: 
Finals: 

Uoyds Abbey Life 

Royal Dutch 

Shell Transport & Trading 
Yorkshire Chemicats 
interims: 

Fleming High Inc, inv. Tst. 
Herrburger Bi 

Jos Holdings 

York Waterworks 


mi THURSDAY 
FEBRUARY 21 
COMPANY MEETINGS. 
Electronic Data 
Processing, Tapton 
Masonic Hall. Shore Lane, 
Shettield, 12.00. 
Grainger Trust, Chaucer 
Bidgs., 57, Grainger St. 
Newcasite-Upon-Tyne, 
12.30. 


Allied Irish Banks Und. Var. 
Rate Notes $222.65 

Aon 38cta 

Britannia Building Society FRN 
1904 £1798.29 

Exchequer 1042% Stock 1997 


Spc 
Konica 7.8% Notes 1997 3.9pc 
Leeds Permanent Building 
Soclety Fitg. Rate Notes 1897 
£347.52 
New Zealand Fig. Rate Notes 
1983 $412.08 
Oll & Natural Gas Commission 
Gtd. Fhg. Rate Notes 1997 
$424.86 


Oriflame intl. NPV (Reg Lux) 


4p 

Do. NPV (Br) 4p 

Sea Containers 35cis 

Securky Pacific Fitg. Rate Sub. 
Capt. Notes 1997 $199.57 
Treasury 10% Stock 1982 Spc 


@FRIDAY 
FEBRUARY 22 
Abbey Panels Invs, 2p 


Greenall Whitley. Lord 
Daresbury Hotel, 
Daresbury. Warrington, 
Cheshire, 12.00. 

M & G Dual Trust. Three 
Quays, Tower Hill. EC., 
4.15. 

Watson & Philip, Centre 
For Continuing Education. 
Tower Block, University 
Of Dundee, Perth Rd., 
Dundee, 12.15 


BOARD MEETINGS: 
Finals: 

F & C Enterprise Trust 
Mc Alpine (Alfred) 
Owners Abroad 
Provident Financial 
Tribune Inv. Trust 
Ward Holdings 
interlms: 

Alumase 

JF Pacific Warrants 
Owners Abroad 
sSwP 


mi FRIDAY 
FEBRUARY 22 


Allied Colloids 0.8p 
Allled-Lyons 6.27p 
Baker Harris Saunders 1p 


Bespak 3p 

Braithwaite 1.49 

Caisse Centrale Des Banques 
Populaire Fitg. Rate Notes 
1993 $122628.33 

Chase Manhattan Flig. Rate 
Notes 1991 $415.28 

Chittern Radio 3.8p 
Commonwealth Bank Of 
Australia Und. FRN Exch. to 
Dated FAN $421.54 

Daily Mall & Gen. Trust 83p 
Do. "A' NV 83p 


Ferepek 2.3p 
First Technology 1p 
Fi 1R267| 


10ga8 Ip 
Greenall Whitley 6p 
Do. ‘A’ 1.2p 
Lee (Arthur) 4.255 
M & G Gen. Trust Fund Inc. 
1 


8.57p 
New Zealand Fitg. Rate Notes 
1987 £170.92 
Narthern Foods 6p 


bly 15 per cent. ures are on a replacement cost 
Royal Dutch/Shell, the basis which strips out the 
Anglo-Dutch oil group, will stock losses and gains. 


COMPANY MEETINGS: 
Craton Lodge & Knight 
Group, Lyrich House. 
149, Hammersmith Ra., 
London, W., 9.00 

Invicta Sound, Slatters 
Hotel, St Margarets St, 
Canterbury, Kent. 3.00. 
Neotronics, Parsonage 
Rd., Takelay, Bishops 
Stortford, Hert- 
fordshire, 12.30. 
Southern Business, 
Queens House, Ullswater 
Crescent, Coulsdon, 
11.00 


BOARD MEETINGS: 
Finals: 


Grahams Rintoul tnv. Trust 
Jourdan (Thomas) 

Lioyds Bank 

MM 

interims: 

JF Philippine Fund 


Company meelings are 
annual general moetings 
unless otherwise stated. 


Royal Bank of Canada 29cts 
Standard Chartered Subord. 
Fitg. Rate Notes 1996 £770.61 
Stanley Leture Org. 1.8p 
TSB Offshore tan Fund Pig. 
Red. Pri, 2.7! 


‘SP 
TSB Offshore Inv. Fund tg. 
Red. Pri. 3.5p 
Titon Holdings 1.98p 
Woolwich Suiiding Society 
Fitg. Hate Loan Notes 1935 
$341.85, 


MSATURDAY 

FEBRUARY 23 

Nationwide Angila Suilding 
Society 4.25% Index-Linked 
Loan Stock 2024 2.5256pc 
Treasury 212% Index-Linked 
Stock 2011 £2.12 

SUNDAY 

FEBRUARY 24 

Burton 8% Conv. Uns. Ln. Stk. 
4986/2001 4pc 


Murray Intl. Trust 2.28p 


LEGAL COLUMN 





Gaining ground in Germany 
without setting foot on the soil 


By Robert Rice, Legal Correspondent 


FOREIGN lawyers have had 


the right to in Ger- 
many since end of 1989. 
Provided they register with the 
regional bar in the part of Ger- 


and disciplinary controls as 
German lawyers. The only 
restriction on their rights of 


The opening up of the Ger- 
man legal market led to a rapid 
influx of foreign competition. 
By the end of 1990, 12 foreign 
law firms had opened offices 


f 


with an existing volume of 
German business. 

Firms which either want to 
set up a German practice from 
scratch or build up their vol 
ume of work in Germany or for 
German clients could form a 
Strategic alliance or co-opera- 
non agreement with a German 


McKenna, one of the UK's 
Shortly announce that it has 
entered into a Spoperation 
agreement wit gle, Loose, 
Schmidt-Diemitz & Partner of 
Stuttgart. Sigie is a corporate 
and commercial law practice of 





Each firm will identify 
a team of partners and 
assistant solicitors for 
cross-border work 


42 lawyers with offices in Ber- 
lin, Leipzig and Tokyo. It 
intends te open an office in 
Frankfurt later this year. 

The primary objective of the 
association is to provide an 
integrated service to the cli- 
ents of both firms and eventu- 
ally to include law firms from 
other EC countries to provide a 
service throughout the Com- 
munity. x 

Although such alliances are 
becoming increasingly com- 
mon in the EC, little been 
written or said about how they 
work in practice or about how 
they are designed to work. The 
agreement by McKenna and 
Sigle has distinctive features 
which make it worth examin- 





6. Stephen Whybrow, 
McKenna’s managing partner, 
says the success of the 
arrangement will depend on 


three things. He says they will 
be technical co-operation and 
the development of an inte- 
grated service; marketing 
co-operation; and the establish- 
ment of an organisational 
structure which will allow the 
two firms to carry out specific 
objectives on a continuing 


is. 

Each firm, for example, will 
identify a team of partners and 
assistant solicitors for cross- 
border work, including direct 
investment, mergers and acqui- 
sitions transactions. 

The teams will exchange 
information on how the rele- 
vant transactions are dealt 
with in each country and will 
develop standardised documen- 
tation and procedures. If the 
cross-border team approach 
works, it will then be extended 
to other areas such as banking 
and litigation. 

From the outset, the inten- 
tion is that each firm should 
use the other's services as far 
as practicable. 

They will not use each other 
where there is a conflict of 
interest, when a client states a 
preference for another firm, or 
the firm lacks the specialist 
expertise or capacity to give 
the client the best available 
service. 

For example, Mr Whybrow 
says, McKenna has specific 
expertise in the pharmaceuti- 
an and ee ea industries 

specialist expertise in 
intellectual property and envi- 
ronmental law. If McKenna 
wishes to refer work in those 
areas to another German law 
firm, it will tell Sigle what it is 
planning and ask to which firm 
the work should be referred. 

Equally, if Sigle has clients 
which need English legal 
advice on shipping or private- 
client matters where McKenna 
bas no real expertise, then 
McKenna would expect to be 
consulted by Sigle on choosing 
an appropriate UK firm. 

In order to expand the scope 
of the agreement, the firms 
have also agreed that if one of 
them has a need for legal ser- 
vices in the other's country in 
an area of the law or a busi- 
ness sector not covered by the 
other firm, then it will look 
into the feasibility of acquiring 
the legal or business expertise 


in question. 

One of the most difficuit 
areas io organise = euch 
co-operation agreements is the 
basis on which each firm will 
charge the other for work. 

McKenna and Sigle have 
coun keep the Anter.tirm 
cl arrangements as sim- 
ple as possible. Advice given 
over the telephone involving 
less than half an hour’s work 
will be free of charge. Other 
advice will be given at cost 


us 10 per cent unless it can 
charged to the client at a 
normal mark-up. 

For transactional work, 
where a client is referred from 
one firm to the other, the other 
will charge its normal rates, 
having indicated them to the 
client in advance. Where work 
is referred on a subcontract 
basis, the charging rates will 
be agreed in eae each 
separate piece of w 

The free exchange of infor- 
mation between the two firms 
will be vital to the success of 
the agreement. If they are to 
achieve technical, marketing 
and organisational co-opera- 
tion there will clearly have to 
be a free exchange of informa- 
tion on such things as stan- 
dard charging rates and prac- 
tices, the identity of clients 
and the profitability, income, 
costs and accounting practices 
of each partnership. 


They are each aware 

of the other’s 
arrangements with firms 
in other countries 


There is no reason why the 
agreement should not work, 
provided McKenna’s far 
greater size does not become a 
problem. if it does work, the 
firms will attempt quite 
quickly to expand it to include 
law firms in other EC coun- 
tries. 


ar they hope to. ideally & 
year they hope to iden a 
Paris law firm to join with 
them. Once an agreement 
involving the UK, Germany 
and France is operating, 
McKenna and Sigle will start 
to look farther afield. 

Meanwhile, they have agreed 
that neither firm will form a 
link or association with any 
other firm in any European 
country without the other's 
agreement, and neither firm 
will link with another firm in 
the other's country. 

In the US and elsewhere, nei- 
ther firm is allowed to enter 
into a link or “visible” arrange- 
ment with any law firm with- 
out giving the other three 
months’ notice. 
others ‘eaisting’ arrangements 

ers exii array; ts 
with law firms in other coun- 
tries. McKenna, for example, 
has a joint-venture agreement 
in the Asia-Pacific region with 
an Australian firm. 
McKenna and Sigle plan, 
however, to ite in other 
locations where they have 
offices. Sigle, for example, 
should be able to make use of 
McKenna’s Brussels office 
either on the basis of either 
cost-sharing or preferential 
fees. Equally, McKenna will 
look to share offices with Sigle 
in Tokyo. 

The agreement is for three 
years initially. If it does not 
work, either party can end it 
by giving three months’ notice. 


EUROPEAN 
OFFSHORE 
CENTRES 


The FT proposes to publish this 


survey on 


Sth April 1991. 
It will be of particular interest to 
the 89%.of the Institutional 
Investors who are regular FT 
readers. If you want to reach 
this important audience, call 
Henry Krzymuski on 071 873 
3699 or fax 071 873 3079. 
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MANAGEMENT 





efore the Gulf war 
began a handful of the 
most sophisticated 
managements of Saudi 
Arabian companies tried ene 


preempt the possible 

a conflict. They sought to en 
out what the fighting would 
them and organise a 
response which would Keep 
brett firms operating and their 


reasonably happy. 

a these, as in most Saudi 
companies, the majority of 
employees are foreign; the 
labouring and clerical staff 
come from the Philippines, the 
Indian sub-continent and 
Egypt, and senior management 
from Europe and America. 

Rt Olayan importing and 

facturing group, which is 
hased in the Eastern Province, 
encouraged its employees to 
send their families home and 
gave them air tickets and some 
advance on their salaries to 


addressing them in smali 
groups to ver fears 
and discuss what could be 
done about them 

Ten years ‘ago this style of 
management was almost 

unheard of in Saudi Arabia 
and even today it is confined to 
the banks, the big hotel chains, 
the state oil company, major 
western companies with joint 
ventures in the Kingdom, and 
not more than a dozen of the 
private Saudi trading and 
industrial conglomerates. 

After the Saudi recession 
began in 1984 there began to 
emerge an entirely new breed 


of Saudi professional manager. 
Some of these people had 
trained as rs from the 


time they were at university, 
others were former engineers 
who were forced by economic 





This is the key to one 
of the world’s most 


Saudi Arabian management 





A shift towards fulfilling potential 


Preparations to safeguard mes prior to the Gulf conflict ‘were indicative of fundamental changes, reports Michael Field 





Pressures iO concentrate on 
manageme! 


What BO ened was that 
during the 1970s and early 
1880s a number of young 
Saudis went into medicine and 
engineering, two professions 
that enjoy respect in 
the Arab world. When the engi- 
neers went into business, 
many quickly found them- 


selves ig fae manage- 
ment jobs that, because they 
invol dealing with ithe gov- 


ernment or other state institu- 
tions, for cultural and lan- 
guage reasons had to he 
occupied by Saudis. 

When not involved with the 
bureaucracy, engineer mana- 
gers who were in industry 


to look after itself - which, 
during the boom period, was 


sensible enough. When the 
recession came and companies 
to start to compete or go 
out of business, it was sud- 
miy realised that a know- 
ledge of consumers, ad 
ing, packaging -— in fact 
marketing in general — was as 
important as a knowledge of 
production. In those companies 
that survived it became the 
smart thing for senior manag- 
ers to go on business courses 


and q 
Ate the same time as the 
Managers were changing, 
whole Saudi Tuarketplace ‘was 
changing. The extraordinary 
speed of growth of the Sandi 
population — now 12m, includ- 
ing 3m expatriates ~ and its 
extreme youth (60 per cent of 
Saudis are under 21) is roduc 


ing a 
married consumers forming 





The same aoe that pro- 
duced the recession - the 
decline both in oil revenues 
and government spending — 
have made these goods cheaper 
to manufacture. Accommoda- 
tion costs for foreign employ- 
ees have fallen and last year 
were about a third of what 
they were in the early 1980s 
and, more important, the for- 
eign labourers themselves have 
become cheaper. 

Labour contractors have 

d cheaper of 


Bangia- 
desh. Also, because Arabian 
demand for foreign labour has 
been less and the Indian and 
Philippine economies have 





ings 
coat hangers to Japan. 
Saudis meanwhile have 


own. The ser- 
vice jobs and jobs involving 
machinery are now popular in 

i there are 


or jobs 
as waiting or cleaning hotel 
rooms. 
Saudis may or may not be 
than foreigners — it 
depends on what nationality 
but at the man- 


both the owners of the compa- 


This is the key to the 


world’s finest corporate 


famous wine cellars. 











: for the beauty of its 


. Crafted 250 years ago, 
this key still opens the 
door to one of the most 
extraordinary wine cellars 
in France's Cote d'Or. 


Each year, countless wine 


not only for its noble, 
full-bodied red, but also 


banking services. 


Today, acquisitions are often the smartest 


way to invest in the future or gain strategic 


know-how. Given the intricacy of modern 


business expansions, you need strong sup- 


port from the buyout to long-term con- 


lovers from all over the 
world visit the Chateau 
de Pommard, celebrated 


solidation. The best help you can get is 
from a bank that thinks and works like 
an entrepreneur. A bank like Swiss Bank 
Corporation. We have more than 100 
years of experience in corporate bank- 
ing. And we've also got the financial 


clout to capitalize, on it for you. It's no 


coincidence that Swiss Bank Corporation 


is one of the few banks with a triple-A 


rating. With our presence in 37 countries 


all over the world, we can deliver all 


the financial engineering you need. 
Swiss Bank Corporation 
Schweizerischer Bankverein 
Société de Banque Suisse 
3 - The key Swiss bank 
Office of the Chairman and Executive Board: CH-4002 Bosal, Aeschenplatz 6. Executive Board in Zurich: CH-8010 Zurich, Paradeplatz 6. Worldwide network: Amsterdam, 


Bchrain, Beijing, Bogota, Bombay (Adviser), Buenos Aires, Cairo, Calabar (Adviser), Caracas, Chicago, Dyblin, Edinburgh, Fronkfurt, Grand Cayman, Guayaquil (Adviser), Hong 
Kong, Houston, Jersay/Channel islands, Johannesburg, Lima, London, Los Angeles, Luxembourg, Madrid, Melhqurne, Mexico, Miomi, Miton, Monte Carlo, Montevideo, Montreal, 
Munich, Nassau, New York, Osaka, Panamé, Paris, Rio de Janeiro, San Francisco, SGo Paulo, Seoul, Singapore, Stuttgort, Sydney, Taipei, Tehran, Tokyo, Toronto, Vancouver. 


mies ot these changes pint to cheapest cages at yet the 
business becoming more ori- ehoapect mamas Tey a 
ented to the long-term. In the not see what advantage could 
boom years the classic Saudi be from employing a 
businesses were importing, manager who p aenenes if 
re ee 
ous private com es are 
F fe | ompatt 


Diane Summers on the staffing of the Paris theme park 


ure Disney, Europe's 
ES Cake to Disneyland 


eee 


ers, 
greanised by the magazine 
el Today. 


The Pofne reccuits are known not 
as employees, but “cast mem- 
bers”; “imagineers”, rather 


the Disney University where 
Disney history and 


they learn 
Disney standards; they are 
shown tins Disney vision of the i 


Euro Disney's case | 


fast i isa mer of the vast con- 
struction site. 

The Disney University is 
also home of cast (employee) 
communications; internal pub- 
lications and bulletins are 

in extension 1 of 
training than of marketing. 
at continually reinforce 


The University’s third func- 
tion is to co-ordinate “cast 
activities” — from group out- 








ai bonuses’ goes 
e - bon 
more fornal Belgas 
employer 
between | ie there Sanat 


lo; 
pl ranted en employees’ 








Bur thy pant at 


e worked whatever” hoars 
they ‘ ded - 


‘ ecisions, and-gave them ~~ 
eral orders rather.than: 


polite instructions, ‘as: if t 
employees were servants. °.- 


owners 
top managers is taking 
- in the 
ion management structures 
they knew at home. 


ings, discount programmes, 


and Disney film 
networks. 
By August most of the man- 


APPOINTMENTS 





Sealink 
managing 
director 





m Mr Gordon Oldroyd bas 
been bointed 


CROMPTON CONTROLS, part 
of Hawker Siddeley’s electric 
mee division, in addition 
to post as managing 
director of Brook Crompton’s 
small industrial motor 
division. 


@ Mr Michael Mayer has been 
appointed a non-executive 
ALKER 


and chief executive of Emess 
ee 

of Touche Renmant Smaller 
Companies. 


mg NATIONAL PROVIDENT 
INSTITUTION has appointed 
Mr borg Barris as - assistant 
general manager (customer 
service - Tunbridge Wells). He 
was financial controller and 
planning manager. 


m WORLDSPAN 
INTERNATIONAL. Golwyn 

, has appointed Mr Dennis 
Keeping a8 a non-executive 


director. He was 
director of Sheii ois. 


a anes BURROUGH has 
ted Mr Bernard 


last year. 


@ Mr Keith McNair has been 
appointed director of fuel 
supply for NATIONAL 
PO . He was vice 

usiness development, of Mock 
Resources, US. 





ROYAL MAIL P, 
has appo appointed Mr Malcolm 


director, based at Milton 
Keynes. He was financial 


controller 


of Fisons 
divi 


@ ERNST & YOUNG has 
appointed Mr George Reese 


3 
non-executive chairman. He 





Mr bee Cashen (pictured) has 
been appointed chief financial 
officer of the ISLE OF MAN 
TREASURY from May 38, 
succeeding Mr 
Dawson who is retiring. Mr 
Cashen was 
controller. 





Mr Clyde Roberts (picture 
COE) en 8 director of ARAL A 
He folued the 
sonpany in March 1989 from 





more responsibility is 
id western... 


rns ore begin 






aa ae 


financial 



































NEW THEATRE, CARDIFF 


The first new production of 
Welsh National Opera's spring 
season is as coarse-grained and 
unfunny a staging of Count 
Ory as one hopes ever to 
encounter. That it is splendidly 
conducted and more than 
decently sung only compounds 
the disaster: Rossini's master- 
piece deserves far better than 
the kind of camp romp served 
up here by producer Aidan 
Lang and designer Russell 
Craig. Lang’s small-scale 
Hansel and wel, toured by 
WNO at the turn of the year, 
was a ve delight; it is 
hard to believe this is the work 
of the same director. 

The i during the 
overture to Ory sets the 
tone. The curtain rises on 
an armoury, strewn with 
assorted instruments of bond- 
age: Adéle’ is wheeled in 
aboard a hospital trolley, and 
while her crusading brother 
watches, a masked, bare- 
chested blacksmith installs 2 









Tah Ea eke os “ a 
oe cee ee i 


London’s Docklands: development which has been incoherent and unplanned 
ARCHITECTURE 


Thatcher’s legacy 


The planning system is in need of a major rethink 
and now is a suitable time, argues Colin Amery 


was Michael Heseltine between planners and the pri- 

. who was reported as say- _vate sector. Flanning was seen 
ing that the market to be an apolitical activity 

a lacked morality. It was helping to ensure a balance 
Michael Heseltine who in 1988 between interest groups and 
wrote an open letter to the assuming a consensus of 
undone by the economic diffi- 









wasted either. The set itself is 
an ingenious triple revolve, yet 
itis like a gent’s urinal — 
or perhaps a New York steam 
bath, as one of my more 
worldly colleagues suggested; 
everything, right down to the 
tattered wallpaper and ill-fit- 
ting green carpet, is designed 









pointed out in this book, car- 
ried a lot of support for her 
critique of the old system, but 
she did 


gonised local democracy, mar- 
ket competition and rampant 
Toad growth did not help the 
















expressing his concern that the culties of the 1970s because the environment, poverty contin- 

yaitie- of the south-east battle to achieve social aims ued and there was inadequate 
was being ravaged by over-de- inevitably meant that i investment in the infrastruc- | The economy of its forces — no 
velopment. It: was Michael and 1ers became involved ture. chorus and only 13 in the 
Heseltine who, while he was in _in the political arena. The fact that post-war plan- | orchestra — means that The 
political limbo, inade early pro- It was a certain easing of the ning interfered in the market Turn of the Screw is a sensible 
posals for the vital reform of planning rules during the 1960s is what upset Mrs Thatcher. | choice to put on financially, 
the poll tax. Now he is back in that made so much city centre After all, the white paper to | even if has never become a 
his chair at Marsham Street as redevelopment possible. The re-examine the system was | firm favourite with the public. 





called, “Lifting the Burden”. 
But at the same time there 
seemed to be in the Thatcher 
for cer- 


table development caused an 
inevitable backlash and 
brought about some token 
changes to the system to 


of state for the envi- destructive aspects of this - 
Sonus will be hare taste i rr 





English National Opera has 
mounted of its production by 
Jonathan Miller since it was 
new in 1979. 

Each time one sees the stag- 
ing, it comes as a surprise how 
good it looks. The set com- 
prises little more than projec- 
tions; but the effect is to con- 
jure_a mysterious domain on 










to be electorally {among the 

middle classes) important. Mrs 

Thatcher’s curtsey to the 
lower than 







are servants of ideolo-. it could be seen to be socially was anyone borde! reality, 
and as a new book (Urban . manipulative and interfering else’s but no prime minister eee el tees 
-  byacom t public sector. has been so authoritarian or | clammit ‘The atmosphere 
Challenge of the Market by Mrs tcher changed all over the entire | jis ¢ g, even on one of 






those poorly-rebearsed ENO 
first nights when nothing 
















in : to roll back of f _ 
tion has undergone the powers of the state, chat the dreadful mess her | wes'have to toa i and ost 
stantial che | hi free-for-all with the props. 
geestivenese ie overytuing. 
suggestiveness is eve: : 
Although Britten chose to 
success 
thar ‘Thornley’ book cxath earns’ ao orate taottve tae Wak: Sx 
's be ives & ic.” Pp ive 
‘togent account of what he, and It was more than that appeal The spread of business | WIGMORE HALL 
many others, consider to be because ways were found and parks and supermarkets and 
the Te-orientation of not for a thorough- infill of land near new roads is | The Talich Quartet returned 
the planning system since Mrs going reform of the i . a mixed blessing for our cities. | for two concerts at the week- 
Thatcher came to power. He system (after ali, it is s - The failure to attract sufficient | end. On Saturday evening they 
finished - it before Mrs _ there), but to manipolate and support for private funding for | performed Beaten teint ong 


Thatcher's abrupt Mozart and Brahms and 










departure’ 
but he is careful to point out The creation of Urban 0 life actively unpleasant for | with Smetana’s fascinating sec- 
that the continuation of her ment Corporations, Enterprise large numbers of peo) ond string quartet (1883) - no 
ideologies depends much more Zones and Simplified Planning Mr Patten, Mr Major and Mr | masterpiece. this, but a work 
upon economic success than Zones were, in fact, initiatives  Heseltine have their work cut | whose very lineaments of 
upon the “continuation of her _ that replaced existing sys- out to achieve a sense of social | structure, seem to the 
physical presence behind the ~ tem, although only in certain consensus that enlightened from which the composer, 
gates of Downing Street. areas. Mrs Thatcher could see planning can provide. Or Fepressed. deaf and near death, 
1 Second World War, that the existing system was should the next manifesto | was suffering as he wrote it. 

_not working in places such as decide that Mrs Thatcher was Although the four move- 

promoted.a-necessary new © London's Docklands and on not radical enough and the | ments come in the conven- 
vision of society and encour. Merseyside. : . Whole system should be | tional order, they are perfectly 
the development of the It is highly questionable ? Mr Thornley’s book | sui generis: foreshortened, 
whether her alternative explains why. things are as | oddly devised, and prone to for- 






they are now, It is time for an 
open debate on the i 
system. When you consider 
that almost everything you see 
around you built since 1947 has 
been through the present 
tortured system, it must be 
time for a major rethink, Mr 
Major. 


lyrical moods are variously 
asserted, but can never estab- 
lish themselves. Fragmentari- 
ness becomes the ruling princi- 
ple, not, one feels, because 
Smetana , like many great 
composers in their “late” peri- 
ods, sought it out, but because 












* €ol 
. During the 1960s there was of the unplanned London Dock 
much more negotiation lands. Mrs Thatcher, as is 


Count Ory 





to be thoroughly tacky, dispos- 


So all the women's chorus in 
the second act are dressed in 


ish. 
stantial impression last year 
with his Cenerentola at Covent 


purely upon its musical abili- 

ties to create any impact. 
They are led by Bonaventura 

Bottone’s Count, elegant of 


make real some of the ghostly 
encounters that are mere spec- 
ulation in Henry James's origi- 
nal story, the producer does 
have some licence in how far 


The production's balance 
hermeed inmponios and cocrup- 
tion is further tilted to 
the former by casting the very 


Talich Quartet 


geek 
i 
vi 
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led 
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phrasing, clean and weill-fo- 
cused in the highest register, 
and by Janice Watson's finely 


Adéle with a coloratura 


that may not be ideally articu- 


lated - too many scoops and 
whoops — but has a winning 
command of tone colour. Ber- 
nadette Cullin’s no-nonsense 
Tsolier rises above the worst of 


the “humour”, as does Anne- 
Marie Owens’s 


Ragonde, even though she is 
burdened with the most gro- 
tesque second-act costume of 
all; Peter Savidge’s Raimbaud 
and Peter Rose's tutor head up 
the band of Ory’s camp follow- 


ers. 
With those who pre- 


fer their Rossini with a 


dose 
think 
round in nuns" habits with 


vy 


fish-net stockings and suspend- 


ers is the pinnacle of sophisti- 
cated humour, this production 
will doubtless go down a treat; 


the rest of us might be forgiven 


for a little less enthusiasm. 


That this should be the first 


offering from the financially 


redeemed WNO can only 


sharpen the irritation; but per- 


haps from the Arts Council's 
fastness in Piccadilly such 
harmless 


aberations seem like 
bits of 


Andrew Clements 


The Turn of the Screw 


young Samuel Burkey as the 
boy Miles: no colluding adult 
in short trousers he, but a vul- 
nerable minor, tortured by the 
pull of opposing forces. A 
shame he was paired with a 
sister in Rosemary Joshua who 
looked a jolly big girl to be 
singing lullabies to her dolly. 
The rest of the cast was 
never less than adequate. 
Menai Davies's Mrs Grose 
made a splendid old retainer, 
who gave the impression that 
she may have “taken a liberty” 
or two in the past herself. 
ata Kale and maine 
unning, the latter made up 
look truly like something from 
the other side of the grave, did 
well enough as the two és 
The conductor was Michael 
Lioyd, who built up such a 
baleful climax at the end of 
that this chamber opera my 
dl opera may 
baloos in the Coliseum after 


Richard Fairman 





over-emphasise the tragic con- 
tent, and was almost too 
immacalate. The very te 
with which the cross-accenting 
in the variations finale was 
rendered detracted slightly 
from the music's power. More 
of the repeat marks should per- 
haps have been observed to 
give this extraordinary move- 
ment its proper weight. 

Sect it Je bars to om, 
plain of playing that is as beau- 
tiful, stylish and heartfelt as 
that of any string quartet in 
the world. Their performance 
of Brahms’s second quartet (Op 
51 No 2) was a model: transiu- 
cent of detail yet pulsing with 
life; vigorous, warm and pre- 
cisely eloquent. They were able 
to convey the romantic round- 
edness of Brahms’s style by 
still playing, so to speak, in 
Mozartian straight lines. 


Paul Driver 


splendid 


of homo-eroticism, or 
that beefy men dashing 


provincial fun, so that 
distance really can lend 
enhancement. 


oe 


White 


Janice Watson and Bonaventura Bottone ““"“\” 













































Chameleon . 


COTTESLOE THEATRE 


The first and final scenes of 
Christopher Hampton's mem- 
ory play reveal its true colours. 
Tn an opening of vivid eccen- 
tricity, a 10-year-old boy 
teaches a trio of Egyptian 
cross-channel swimmers to 
sing their own national 
anthem, In a close of wan sen- 
timentality, the grizzled family 
retainer, abandoned by his 
British masters, guards their 
empty house in Alexandria 
against the advance of the 
mob. 

Put them together and the 
you to realise how diffi- 
cult the contradictions of a 
colonial upbringing make it to 
say anything new or politicall 
challenging in autobiographi- 
cal format. 

The boy, of course, is 
Hampton himself; the retainer 
is Ibrahim, his friend. counsel- 
lor and conspirator over 
bottles of Coke and of watered 
down whisky - the only tempta- 
tion which could make this 
good and faithful Moslem turn 
to Christianity. 

What Hampton apparently 
sets out to do is to use his own 
experience as the child of 
commercial expatriates in 
Egypt, circa Suez, to show how 
much, and how muddied, 
water has swirled under the 
bridges of the Middle East. 
Nasser, one remembers, found 

i in a position not dis- 
similar to that of Saddam Hus- 
sally today, construe it how one 


Hampton's memory is of a 
father who raged at the 
injustice of it all and took 
tea with soldiers who left 
the back door unguarded so 
that their British hostages 
could come and go as they 
pleased, 

The play could easily have 
turned out provocative, but 
does not — it is almost as if 
present events have left the 


all the usual points about the 
bad old aspects of it — such as 
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‘TODAY'S EVENTS 


EBOLOGNA.: _.. - 
Teatro Communate 21.00 Plano. 
recital by Leif Ove Andsnes, with 

















. programme including Bartok's 
Music for Percussion, Strings and 


‘James Levine conducts Berlin. 
Philharmonic (2614 383) . 
Schiller Theater. 19.30 Schiller’s 
Die Rauber, also Sat (3195 236) 


Sa 
.SBONN . 
Oper 20.00 Recital by Shirley: 
Verreit, with songs by Brahms, 
Massenet, Debussy and Joaquin 
Nin. Tomorrow and Sun: Jullen 
Sorel, batlet by Yuri-Vamos with 
music by Elgar. Sat. Dennis Russell 
Davies conducts Die Frau ohne 


music by Chopin, Janacek and “Schatten (773867) - 
‘Grieg. Wed and Sat, Un ballo in eee 
.- rusaene!s with Aprile Millo as - ‘= BRUSSELS. . 
Ae ES Palais des Beaux Arts 20.00 Miriam 
Le ts a Fried plays violin sonatas and 
= BERLIN a te ‘ - partitas by. Bach. Thurs: James 
cer unter den Linden 20.00 | Galway is soloist with Belgian 
“ Lowa.Quartet with Manfred National Orchestra (507 8200) 
Friedrich, flute; and Heiner - TE 
Schindler, clarinet, play Moret ‘mM BUDAPEST ..: . 
chamber. music. Tomor : ; . . 
Fri: Bee Maria Bundschuh sings State Opera 19.30 Jacques Mercier 
Salome, with Ekkehard Wiaschiha ~ | conducts Budapest Philharmonic _ 
; _asJochanaan. Sun: Der fliegende | Orchestra in a symphonic 
Ed ‘Heltahder-with Theo Adam (2004 "" | programme with'Jeno Jando plano 
5 Tay F Lee en soloist, Repeated tomorrow. ‘Thurs: 
i - 7 “Komleche Oper 19.00 Tom Erkel’s opera Bank Ban. Fri: 
Ome . “Schitling’s ballet Tales of Tannhauser i on Contre 19.50 
og il! >. Hoffmann, with music by Offenbach. Badapest Convention Centre 19. 
Ay .” Fomorrow: Cinderella (2292 555) KerIchird Kobayashi conducts _ 
- Douche Oper 19.30 Sylvie Guillem | Hungarian State Symphony 
dances Bolero, in a programme peblonert ane Chorus in all-Mozart 
: '  “phich algo Includes Béjan’s ~.-| programme 
witch aie lnc era's patio and | - This. week’s other events include 
®. Roland Petits Carmen, wih Peter | Madamia Butterfly (tomorrow) and 
-"Séhayfuss as Don Jage and Susan. | Kodaly’s Hary Janos (Wed and 
Hogard-as Carmen. Tomorrow: Sun) at the Erkel Theatre, and a 
. Samson et Dalila. (3410 249). ‘| Ravel and Debussy programme 
. Philharmonie Kai ] ‘with the Hungarian State Symphony 
20.00 Peter Eotvos conducts Orchestra at the Academy of Music 








Chamber Orchestra of Europe in 


(Thurs). Pre-booking at 


Celesta. Wed, Thurs, Fri and Sat _ - 


Philharmonic booking office, 
Vorosmarty ter 1 . 


™ COLOGNE 

Phitharmonie 20.00 Raymond 
Leppard conducts Gurzenich 
Orchestra in Elgar’s Enigma 
Variations and William Schuman's 
New England Triptych, plus 
Mozart's Sinfonia Concertante for 
four wind instruments. Also 
tomorrow (2801) 


™ DRESDEN 

Semperoper 19.30 Members of 

the Bertin Philharmonic Orchestra 
and Leipzig Gewandhaus Orchestra 
Play chamber music by Beethoven, 
Mozart, Ives, Martinu, Richard 
Strauss and others. Tomorrow: 
Safome. Wed and Sat La bohéme. 
Sun: Melstersinger (4842 731) 
ELE IT 


m@ FRANKFURT 
Jahrhunderthalle Hoechst 20.00 
Jorg Faerber conducts 
Warttemberg Chamber Orchestra 
in symphonies by Haydn and 
Mozart, with Elisso Wirssaladse 
soloist in Beethoven's Piano 
Concerto No 2. Fri: piano trios by 
Haydn, Ravel and Tchaikovsky 
played by the Tchaikovsky Trio 
(3661 240) 

ASN Se ae SAE, 


m LONDON 


Covent Garden 19.30 Tripie bill 
including Kenneth MacMillan's 
new ballet Winter Dreams, with 
Anthony Dowell, Darcey Bussell 
and Viviana Durante. Also Sat. 
Wed and Fri: Manon with Syivie 
Guillem (240 1066) 

Barbican Centre 19.45 Peter 
Donohoe plays Schumann's Piano” 
Concerto with Chetham’s 








Symphony Orchestra. Wed: Mozart by James Conton, with Pamelia 


concert with Westminster Abbey 
Choir (638 8891) 

THEATRE 

This week's shows include The 
2King and | starring Susan 
Hampshire (Sadier’s Wells), The 
Wind In the Willows and 
Durrenmatt's The Visit (National), 
Pinter's The Homecoming directed 
by Peter Hali (Comedy), Joe 
Orton's What the Butler Saw 
{Wyndham’s) and Alan Ayckbourn’s 
Absurd Person Singular 
(Whitehall). Phone Theatreline: 
Plays 0836 430959 Musicals 0836 
430960 Comedies 0836 430961 
Thrillers 0836 430962 


mg THE HAGUE 

Dr Anton Philipszaal 20.15 Lev 
Markiz conducts Netherlands 
Chamber Orchestra in Mozart and 
Richard Strauss, with Sabine 
Meyer soloist In Mozart's Oboe 
Concerto. Sat Residentie 
Orchestra plays music by Gyorgy 
Ligeti (3609 810) 


m@ MUNICH 

Staatsoper 19.30 Die Entfihrung 
aus dem Serail, also Sat. 
Tomorrow and Fri: Die Vier 
Grobiane. Wed: Siegfried, Thurs: 
Figaro (221318) 

“Philharmonie 20.00 Hiroshi 
Wakasugi conducts Munich 
Philharmonic Orchestra in Bartok’s 
Miraculous Mandarin, with Martha 
Argerich soloist in Beethoven's 
Third Plano Concerto. Aiso 
tomorrow and Wed (48088 614) 


M@ NEW YORK 

MUSIC 

Metropolitan Opera 20.00 Revival 
of Le nozze di Figaro conducted 











Coburn, Mirella Freni, Frederica 
von Stade and Samuel Ramey. 
Also Fri. Tomorrow. La bohéme. 
Wed and Sat: Luisa Miller. Thurs: 
Fidelio (362 6000) 

THEATRE 


This week's shows include Fiddler 
on the Roof with the Israeli actor 
Topol as Tevye (Gershwin), 
Assassins, Stephen Sendheim’s 
latest musical (Playwrights 
Horizons), Six Degrees of 
Separation, new play by John 
Guare {Lincoln Center) and 
Falsettoland, musical by William 
Finn (Luciile Lortel}. Ticketron (246 
0102) answers inquiries and sells 
tickets 





Mm PARIS 

Comédie Frangaise 20.30 La Mere 
coupable by Beaumarchais, also 
Fri. Tomorrow, Sat and Sun: new 
production of Moliere’s Le Malade 
imaginaire (4366 4360) 

Thédtre des Bouffes du Nord 20.30 
Peter Brook's production of The 
a Runs till March 2 (4607 


@& PRAGUE 


National Theatre 19.00 Katya 
Kabanova. Tomorrow and Thurs: 
Giselle. Wed: Bartered Bride. Fri 
ee Sat Dvorak’s The Devil and 
te 
Smetana Theatre 19.00 Rigoletto. 
Tomorrow and Fri: Tosca. Thurs: 
Martinu’s The Miracle of Our Lady 
Eden Cultural Hall, Zacatek 19.30 
Gzech Nonet plays music by 
Mysfivicek, Martinu and Dvorak 
Other events this week include 
three Prague Symphony Orchestra 
concerts at the Smetana Hall (232 
8292}: music by Prokofiev and 
Mozart conducted by Petr Altrichter 


oa 


(tomorrow and Wed), and a 
programme of film music by 
Prokofiev and others conducted 

by Frantisek Vajnar (Fri) 
Pre-booking at Siuna ticket agency, 
Wenceslas Square 28 


@ ROTTERDAM 


De Doelen 20.15 Piano recital by 
Bella Davidovich, with music by 
Schumann and Chopin. Tomorrow: 
Netherfands Wind Ensemble. Fri 
and Sun : Frans Briggen conducts 
Rotterdam Philharmonic in Mozart 
and Beethoven. Sat: Ton Koopman 
conducts Mozart symphonies with 
Amsterdam Baroque Orchestra 
(413 2490) 


mg STOCKHOLM 

Royal Opera 19.30 Tosca. Sat new 
production of Dominick Argento's 
opera The Aspern Papers with a 
cast led by Elisabeth Soderstrom 
(248240) 











@ VIENNA 

Staatsoper 19.00 Die Zauberfldte 
with a cast including Heinz Zednik 
and Robert Gambill, also Thurs. 
Tomorrow: Leontina Vaduva sings 
Manon (61444 2960) 

Musikverein 19.30 Isaac 
Karabichevsky conducts 
Tonkunstier Orchestra in music 
by Beethoven and Mendelssohn. 
Tomorrow: Pinchas Steinberg 
conducts Czech programme with 
Austrian Radio Symphony 
Orchestra (505 8190) 

Konzerthaus 19.30 Thomas 
Zehetmair and Maicoim Frager 
play violin sonatas by Mozart. 
Tomorrow: recital by Margaret 
Price. Wed and Thurs: George 
Prétre conducts Mendelssohn and 
Richard Strauss (7124 6860) 


being thrown ‘into herbaceous’ 
borders for “wog-loving” by the 
militaristic sons of military 
aa at a dying prep school in 


jurrey. 

Not that Hampton writes 
boorishly or crassly; indeed,: 
anyone with expatriate blood 
in their veins will shiver with 
the truth of the central 
relationship between child and 
servant. It is just that the mob 
outside the door in the final 
scene is so much more 


urgently important. 
pton makes up for the 


absence of political risk by 
giving the central role to a pre- 
pubescent boy, a challenge 
that is embraced by director 
Richard Eyre with an outstand- 
ing piece of juvenile casting. 
Owlish and gangling in his 
schoo! shorts, the young David 
Birkin has a way of making 
catapults of the heartstrings, 
and just as you think he is 
becoming excessively cute you 
catch a roguish glint off his 
S. 

Unusually for a memory 
play. this chirpy little 
Christopher holds centre stage, 
pushing the magnanimous 
Tom Wilkinson into a gentle 
supporting role as_ his 
father and as his older 
self. 

if Hampton himself is the 
play's subject, its object is Ibra- 
him, who is drawn with an 
almost tangible affection and 
admiration. Saeed Jaffrey is 
problematically cast as an 
Asian actor playing an Arab 
when the colonial relationships 
of the two continents were so 
different. 

Occasionally his intonation 
drifts East, recalling those 
endless, breathless death-of- 
the-Raj sagas. He is funny, 
humane and dignified, but 
at the end of the evening 
one has to question this 
personification of Arab 
manhood in a trusty swigger of 
the dregs in sundowner 
glasses. 


Claire Armitstead 






European Cable and 
Satellite Business TV 
(all times CET) 


MONDAY TO FRIDAY 
Eurosport 
0600-0630 International Susi- 










0500-0530 Moneyline 
300-0830 Moneyline 
1230-1300 CNN Market Watch 
1330-1400 Business Day 
2000-2030 World Susiness 
Tonight — a joint FT/CNN 
production with a review of 
major business stories. 
2300-2330 World Susiness 
Tonight 

0100-0130 Moneyline 
Superchanne! 

0700-0830 Financial Times 
Business Report 

A five minute business brief- 
ing broadcast three times 
between 0700 and 0800 

2130 (Wed only) Financial 
Times Business Weekly — 
the latest business round-up. 
SATURDAY 

CNN 

0800-0830 Moneyline 
0900-0930 World Business 
Tonight -— a joint FT?GNN 
production. 

1840-1610 Monayweek 
1900-1930 World Business 
This Week 

2110-2140 Your Money 
SUNDAY 

Superchannel 

1800-1830 FT Business 
Weekly 

CNN 

0710-0740 Moneyweek 
1540-1610 Your Money 
1900-1840 Moneyweek 
0040-0110 Inside Business. 
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Mr Saddam’s 
sole success 


IN HIS battle against coalition 
forces and its western mem: 
bers, in particular, Mr Saddam 
Hussein has achieved only one 
substantive victory, that over 
the international travel indus- 
try. This success he owes to 
the funk not merely of individ- 
ua) tourists, but, more shame- 
fully, of the major corporations 
of the world. 

Nevertheless, those corpora- 
tons may find that there is an 
unexpected lesson to be 
learned from the crisis, one 
that would be as valuable to 
them as it would be devastat- 
ing to airlines and hotels. Is 
much of the gl 


ing of their executives, they 
may begin to wonder, alto 
gether 


necessary? X 

The effects of the collapse in. 
‘travel can be seen everywhere. 
The Londoner is as much 
astounded by the queues of 
empty taxis as ent by 
‘the desire of their drivers to 
please. Shows once available to 
those who had had their names 
put down at birth can now be 
seen at will. 

Still more remarkably, air- 
ports have become civilised 
places once more. It has even 
been rumoured that the stew- 
ards and stewardesses on 
Europe's sloppier state-owned 
airlines have shown a pro- 
nounced willingness to serve. 
This particular rumour has, it 
is true, not been substantiated 
and, if the Commission of the 
European Community allows 
eager EC governments to pour 
money into their airlines, it 
may never be. 


Business passengers 

Behind these pleasant 
changes for the customers lies 
pain for many of the compa- 
nies concerned. BAA, for exam- 
ple, reports that in the first 
two weeks of the war in the 
Gulf, the number of passengers 
using Heathrow was down by 
24 per cent from the same 
period of last year. Gatwick's 
decline is almost as large. For 
British Airways the war 
resulted in a more or less 
ee drop estimated at 13 
per cent in passenger numbers. 
Meanwhile, traffic volume was 
down some 20-25 per cent 
within Europe in the last two 
weeks of January, compared 
with a year earlier. 

Yet what matters most to 
airlines is the loss of business 
passengers. To their horror, 


one major company after 
another has ail “non- 
essential” travel, or at least 
advised against it. This panic 
has come on top of what was 
already a marked recession in 
much of the airline business. 
Set against the risks 
nvetyed In ahi ao 
crossing or walking in 
many cities at night, the dan- 
gers of flying are surely small 
Yet, by their panic, businesses 
have let Mr Saddam inflict the 
damage he wants, even though 
he has not yet done anything. 
One must sympathise with the 
view, forcibly expressed by Mr 


that “the duty of a western 
captain of industry today is to 
continue to work with head 
held high". That would cer- 
tainly be better than cowering 
before a dictator’s threats. 


Tourists’ fears 

With big businesses trem- 
bling, it is easier to understand 
the fears of tourists. The mor- 
tar bombing of Downing Street 
has probably convinced many 
North Americans that London 
is much like Beirat. They 
would be amazed, one sus- 
pects, to learn that the concern 
of Londoners is, instead, about 
the chaos inflicted upon them 
by the combination of snow 
and British Rail. 

The sole comfort to the air- 
lines and the rest of the travel 
industry must be that terrorist 
scares have always passed 
away in the end. Businessmen 
and women will probably 
return to the e and 
the jet lag. There, away from 
their families and their bosses, 
they will relax, if only for a 
few moments, 

Yet could this time be differ- 
ent? Might the corporations 
that have banned all “non-es- 
sential” travel conclude that 
no good reason can be found 
for paying vast sums on some- 

ng often inessential? Might 
their employees be forced to 
resort to the telephone and the 
facsimile machine? Might they 
have to stay at home with their 
families, instead of jaunting off 
on trips Sort ‘ 
e ic may be disgrace- 
ful and the results for certain 
disastrous, but this 


businesses \. 

cloud could have a cost-saving 
silver lining. That would not 
be good for airlines, but it 
could be wonderful for those 
still prepared to fly with them. 


Need for BT 
to come clean 


BRITISH TELECOM's 
chairman, Mr lain Vallance, 
has mishandled the public rela- 
tions of his company’s price 
dispute with the government. 

Provoking Sir Bryan Cars- 
berg, the head of Oftel. the 
industry regulator, to say that 
Mr Vallance may have created 
a “seriously misleading impres- 
sion” was at best a misfortune. 
But losing one of the UK's bet- 
ter known economists, John 
Kay of the London Business 
School, as a consultant was 
carelessness, 


Nevertheless, BT's public 
relations problems should not 
obscure the ostensible merits 
of the company’s case. 

The company argues that it 
is forced to charge artificially 
low prices for renting lines, but 
artificially high prices for mak- 
ing calls — a cross-subsidy 
that works out at more than 
S2bn a year, it says. It would 
like to put up line rental 
charges more rapidly than the 
rate now allowed ~ 2 percent- 
age points a year faster than 
the retail price index. It would 
like eventually to double them, 
and make compensating cuts 
in call charges. 

If BT's figures are correct, 
the current pricing structure is 
causing considerable damage 
to the economy, because people 
are being deterred from mak- 
ing phone calls which they 
would otherwise make. 


aim of creating a more compet- 
itive telecommunications mar- 
ket. if BT's line rental charges 
are substantially below costs, 
it will be difficult for new 
entrants - however efficient 
they may be — to compete 
with the compauy in this part 
of the market. Similarly, if its 
call charges are above costs, 
BT may be undercut by rivals 
which are less efficient than it. 


Farther objection 

The weakness of this argu- 
ment ts that BT has refused to 
publish figures to support its 
claim that the subsidy is mas- 
sive, which fuels suspicions 
that the calculations are not 
robust. 

A further objection, made 
forcefully by Oftel, is that BT 
agreed ah bra current pricing 
“regime 0: oO years ago. The 
deal has two years to eo and it 
would be wrong to unravel it 
now just because BT no longer 





finds it to its liking. 

This objection would be deci- 
sive if it were only BT's inter. 
ests that were at stake. But if 
the public interest is also being 
harmed, there is no virtue in 
continuing with the current 
regime, just for the sake of 


Oftel could ensure that the 
benefits of price reform fed 
through to customers rather 
than shareholders by tighten- 
ing the overall price cap by a 
notch or two. This would be 
reasonable both because the 
rebalancing of prices would 
boost BT's revenues and 
because there is still fat to be 
trimmed from the company. 


Poorest customers 

At the same time, BT should 
live up to the pledge reiterated 
in today's letter from Mr 
Argent ta cushion poor cus- 
tomers, for whom line rental 
charges are likely to be a high 
proportion of their bills, from 
the effects of rebalancing. 
Although it makes no sense 
that all BT’s customers receive 
a subsidy on their line rental 
charges, there is a political 
requirement that the poorest 
customers should receive such 


ment, however, for placing the 
burden of subsidy on al! pro- 
ducers in the industry, perhaps 
in proportion to revenue, and 
not just on BT. 

The government and Oftel 
have two main options. They 
can either postpone the issue 
until the current regime comes 
to an end in 1993 or they can 
agree to an investigation now. 
BT itself could force the gov- 
ermmment’s band by taking the 
matter to the Monopolies and 

Commission. 


Mergers 

The latter looks the best 
course, in any case, particu- 
larly if one accepts BT’s argu- 
ment that information on its 
costs should remain a commer- 
cial secret. Given BI’s monop- 
oly position, it is not evident 
that this princi, should be 
sacrosanct. Mi can be said 
for requiring BT to establish, 
to the satisfaction of the public 
at large that ine politically sen- 
sitive course of rebalancing is 
justified, But if BT is not to 
publish the information, as Mr 
Argent insists, not only the 
regulator but the MMC too 
should mount an exhaustive 
investigation into the cogency 
of its case. 





r Norman Lamont was 
the kingmaker who put 
Mr John Major into 
Number 10 Downing 


Street. Now, as chancellor, his task is 
to manage the economy so that the 
prime minister can win the next elec- 
tion. : 

A Vital stage in that process will be 
Mr Lamont's first Budget, which will 
be unveiled four weeks from tomor- 
row. It promises to he as cautious as 
the problems facing the chancellor 


are challenging. 


early 1980s; 
@ the first in nearly two decades to 
be set in the context of a fixed 


exchange rate system; 

@ framed at a time when the govern- 
ment’s finances are moving from 
large surplus to deficit, and; 
@ announced against the background 
of the Guif conflict. 


Never far from the chancellor's 
thoughts will be the imperative of 
i the next election that has to 


are badly out of synchronisation. 

it is now clear that Britain is in a 
recession that is deeper and more 
painful than anything contemplated 
by Mr Major and Mr Lamont when 
they took over the reins of power last 
November. 

At 1.9m, seasonally adjusted unem- 
ployment in January was already well 
ahead of the 1.75m average envisaged 
by the government for the 1991-92 
financial year in its Autumn State- 
ment just — months a. oa 

igures week chronicled a sharp 
per cent fall in manufacturing output 
between the third and fourth quarters 
of last year. Manufacturing invest- 
Mau eas Gown 7 pee cent jn the xem 


pel 
Last Friday's government 

may have shown retail price 

drop; to an annual 9 per cent last 
month from 9.3 per cent the month 
before. But this achievement was tem- 
‘pered by last week’s news of a 12.5 per 
cent vearly rise in manufacturers’ 
labour costs in December and 


lying 

Yet the first tentative signs have 
also emerged that there may be more 
than just hope behind the govern- 
ment's belief that this recession may 
the very severe downturn at the 
beginning of the 1980s. 

It would probably be unwise to nin 
too much on the smaller than 











As Mr Norman Lamont prepares his first 
Budget as chancellor, Peter Norman assesses 
his limited room for economic manoeuvre 


Caution in the — 
face of challenges 


af smoothing seasonal wrinkles out of 
Britain's wobbly statistics is inexact 
especially fi 


Bank: 
omy does not seem to be deteriorating 
rapidly as it was.’ 
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extending National Insurance contri- 


an international markets. prices index, it should be easier Interest rates, as the chart makes _ butions to cover fringe benefits. 

An important barrier to lower bor- for pay to clear, have a potent effect on con- The government may also 
rowing costs has been 's high ments that fall in line with inflation. sumer ce. For the Ciand C2s announce more incentives for 
tists now generally accept that fetal underiying ‘nflatonary treads. ia te, lower rates may be the ony “feo a culy year mas & 

now rl onary tren , lower rates may first and was a 
price inflation should be lower than Britain have ster- good” factor in view. — ania oe oo e long- 
the government's Autumn Statement _ling stays robust in the ERM, the way Whatever happens, unemployment itical benefits for relatively 
forecast of 55 per cent in the final may be open for further im! rate is likely to keep on rising for a consid- _littie outlay. : 
quarter of this year. cuts as inflation erable time yet. The City expects ed as dull at the time, the 1990 


Wage inflation remains 
with recent survey data 


that settlements so far this 





Rooms for 

review 

@ National Westminster Bank than 40 years there is genuine 
has the prettiest and Mi concern that one of the big 
Bank has the ugliest. What four banks 


Observer is referring to, of 
course, are the boardrooms 

of the Big Four London clear- 
ing banks where over the next 
few weeks their directors will 
be holding inquests on why 
so much shareholders’ money 
has yet again gone down the 


The first hearing starts on 
Friday in Sir Jeremy Morse’s 
fifth-floor art deco boardroom 
at Lloyds. There is not a pic- 
ture of Sir Jeremy in sight, 
although he has been chair- 
man longer than any of his 
predecessors save Sampson 
Lloyd and Lord Wardington. 
Last week the directors" seats 
were borrowed by sales staff 
for a lecture on the dos and 
don'ts of being a crack troop 
— presumably some sort of 
warming-up exercise. 

NatWest's boardroom is 
much more like a country 


may cut its dividend. And 
interest in the Midland’s pre- 
dicament is the greater 
because nobody can evidently 


house dining room with 
heavily upholstered chairs, 
luxurious curtains and modern 
art. The serious banking por- 
traits have been relegated to 
the corridor outside. By con- 
trast , camping out 
in the Royal Mint’s Johnson- 
Smirke Bullding, has stuffed 
its makeshift sanctum full of 
Portraits of past and present 
chairmen. 

Of all the boardrooms, Mid- 
land's harks back most to the 
glorious days: walnut lockers 
for directors’ top hats and 
canes, and so long that it has 








Take Barclays again. It had 
been gearing itself up to cele- 
brate its 300th anniversary 


had to be soundproofed with next year. Academics and 
a giant tapestry. Directors at researchers had been hired 
one end could not bear what to prepare a further company 
was being said at the ather. history for the tercentengry. 
Unfortunately, it now turns 
should have taken piace la 
; 1 ve taken pi 
Divvying up year, not in 1992, 
oe ciie cache oe” 
most important item on i is jalty puz- 
agenda of the current crop of zled. Every morning on enter- 
bank board meetings is the ing the bank's Lombard St 
Betting of the dividend. Wil — currently 
it go up, or down? — being rebuilt — he passed a 
For the first time in more plaque commemorating the 















ited 03100,000 in cash at Deut- 


ical importance the govern. of year. The recovery from the Savings Accounts (Tessas) 
ment. Once they into lower last recession showed how far unem- Gulls of sovitue! tomaives, hese 
mortgage rates they will ease the bur- ployment is a lagging indicator of eco- have been offered to the public since 
den of the important Ci and C2 social nomic activity: it continued rising ing of this year with the 


have laid to rest any residual 
thoughts that Mr Lamont might be 
tempted to go down the path of fiscal 


sche’s Macao branch in July 
1989. The bank insists it was 


only $10,000, as the unhappy US$200,000,000 
when Subordinated Capital Notes Due 1997 
he returned. 
Germany’s proyeatoerg ow Notice of Rate of Interest 
indeed mate the receipt aut . Notice is hereby given that the rate of interest on the Floating Rate 


Subordinated Capital Notes due 1997 (the Notes") issued by First 
Chicago Corporation for the interest period commencing 15th February 
1991 and ending on 15th May 1991 has been determined to be 6%, per 
cent per annum. The interest payment date for such interest period is 
15th May 1991 The interest amount, Le. the amount of interest payable - 
in respect of each US$10,000 principal amount. of Notes, for such interest 
period is US$168.42 , 


CuemicaLBank 
As Agent Bank for 
First Chicago Corporation 


for $100,000 — but the error 
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that, as you go out, you nod £0 Por cent Trgamay Stock, 2007 1s spaodied under paragraph + of Schedule 
at me and say: “Hello David". Tor on cape gee, apes Oe Seay ner care Nad) ooret bo 
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” pening in the Soviet 
Union? With every 
day the erstwhile 
wer looks more and 
smote: like'a late 20th century 
sion of Alice’s Wonderland, 
“On the one hand, President 
“Mikhail Gorbachev continues 
. o-play his role of worid states- 
., man, calmly and consistently 
attempting to broker peace 

plans in the Gulf war.. © 
On the other, the domestic 
. tic farce to the next, against a 
“backdrop of economic disinte- 
“gfation and political chaos, 
compounded by ethnic strife 

‘:+., apd wild propaganda. - - 
Mr Valentin Pavlov, thrust 
into the limelight as Mr Gorba- 
chev's ‘new prime minister, 
‘charged with ‘bringing more 
conservative order to the eco- 
nomic chaos, lashes out at 
- some extraordinary interna- 
tional conspiracy of western 
banks, Supposedly hell-bent on 
iz econom! re 

- he destroys it himsell” 

_ Across the road in the Rus- 
sian government, bastion of Mr 
Boris -Yeltsin, the greatest 
political rival to Mr Gorbachev, 
a deputy prime minister 
resigns, and-the whole-govern- 
ment trembles, over another 
absurd affair. invoiving an 
alleged deal to import $7bn 
worth of consumer goods, in 
exchange for Rbsi40bn worth 
of investments in the Soviet 

economy, all through an 
unheard-of trading company. 
_7. Back‘in the Kremlin, Mr 
Gorbachev. issues . sweeping 
decrees, first to put Soviet 
** army patrols with police on the 
streets of every big city, and 
,then to allow the KGB, the still 
all-powerful secret service, 
- - unbridled access te every busi- 
-‘ness and bank account in the 
- country. Half the republics pro- 
’ test and several refuse to let 
the decrees be implemented, 
while the constitutional com- 
: pliance committee says they 
are full of legal holes. 
~The fledgling business com- 
-munity is up in anms. As for 
; the poor Soviet erent he be 
, seen his savings ripped out 
. his hands, or frozen in the 
bank, by: the government 
decree abolishing Rbs50 and 
-Rbs100 banknotes; he knows he 
’ is about to face swingeing 
. price rises of up to 200 per 
cent;.and. as 2.result there are 
luge queues, ‘as consumers 
‘attempt to get rid of what cash 
-they have left on the very few 
.. goods in the shops. 
“So what is happening? The 
country is facing two trau- 
--matic upheavals simulta- 
neously. First, there is a battle 
for power between the-Commu- 
nist party led by Mr Gorbachev 
on the one hand, and a motley 
array of ‘democratic and 
nationalistic forces on the 
other, for whom Mr Yeltsin is 


hat on earth is bap- 










































’ From Mr Malcolm Argent. 
. Sir, There‘has been consider- 
able. debate in your columns 
: _ , over the last few days about 
= - aspects of British Telecom’s 
: case’ to government and Oftel, 
-** iw the context of the current 

. Hberalisation review. . 

: This has centred in particu- 
lar on the issue of whether BT 
- 2 is justified, over time, in seek- 
. ing a. rebalancing of its tariffs 
between call charges and the 


charge), and on the views of 
ithe. economists we have 
employed to help us prepare 
. ' We employed economists to 
- .support and develop our rea- 











rel cing. oo 

@ The cost of capital to BT. 

@ The rules which should 

operate to control prices in reg- 
ted markets. 
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. Transatlantic | 
Jaw firm links 
I much enjoyed Robert Rice's 
" Europeam legal eagle”, (Febru 
- > aryl. ne 
SR rer age ioe 


. z under ‘close ‘7. 
Ce ae of the drive to internationalisa- 


“tion ‘on’ the part of US law 
- firms is driven not by. the law- , 


yers, but by their clients. 


mate breference £0 use the 
attornies whom they know and 

















Colin Fergus. 





‘access network (the rental . 


. they have rightly 


soning on.three aspects of our’ 

case: "e 

@ The conceptual case’ for - 
sbalanci 


defence 
does not hold 
x uch - 


have demonstrated a- 





Quentin Peel on the disarray confronting the man 


charged with bringing order to economic chaos 


Soviet Union through 
the looking glass 


the best available leader at the 
momen. 

At the same time, the coun- 
try is still set on a path of 
fundamental economic reform 
at a time of unprecedented eco- 

“Thrust into th 

1 ito the centre of this 
confusion is the unlikely figure 
of Mr Pavlov, the former minis- 
ter of finance, who had clearly 
impressed the Soviet leader 
with willingness to speak 
out and disagree with his col- 
leagues in the former govern- 
ment. Even his unfashionable 
flat-top crew cut, and his self: 
confident, jokey style, testify to 
his capacity to be a loner. Now 
his first actions suggest that he 
is also quite ready to behave 
like a bull in a china shop. 

“Don't underestimate Mr 

Paviov,” said Mr Boris Fyodo- 
rov, his former counterpart as 
Russian finance minister. “He 
is intelligent, and quite capable 
of being a reformer if he is told 
to be, and a conservative, if he 
is told to be that.” 
_ “Everybody has_ been 
inclined to dismiss him as 
some kind of faceless bureau- 
crat,” says a leading western 
observer, “He is not. He has 
wanted this job for a long time. 
He has ideas, and he is deter- 
mined to be decisive. He is pre- 
pared to be unpopular. It may 
not work, but he is doing some 
of the right things, and in the 
right order.” 

What Mr Pavlov has done 
within three weeks of his 
appointment, is introduce dras- 
tic money reform, by abolish- 
ing large denomination bank- 
notes. That has hit the savings 
of millions of ordinary people, 
and: not just the big black- 
marketeers it was supposed to 
affect. To make it less painful, 
Mr Pavlov will have to agree to 
repay more of the confiscated 
cash - which means that 
instead of taking up to 
Rbs26bn out of circulation, as 
he hoped, the end figure is 
more likely to be between 
Rbs10bn and Rbs12bn. 

Any day now he is set to go 
ahead with price reform, mean- 
ing huge price rises for many 
basic , although few are 
avails oe state stores. 7s 
mitigate the unpopularity, he 
has promised to pay compensa- 
tion to wage-earners and pen- 
sioners in advance - up to 
Rbs60 in every pay packet, 


The relevant economists 
“have supported us throughout 
on each of these three aspects 
and, in particular, we believe 
that the conceptual arguments 


been convincingly refuted. 

It is misleading of Hugo 
Dixon (February 11 and 18) to 
point to the fact that three of 
the experts we have consulted 
failed to give us full 2 

They have backed us fully 
on the points on ‘which they 
have been consulted and on 
which we quoted them in our 
response to government, and 

declined to 
comment on aspects on which 
they were not consulted. 

It is unreasonable of Mr 
Dixon to suggest that we 
shonld make public the 
detailed financial figures 
underlying our calculation of 
the size of the imbalance. The 
figures are commercially 
highly sensitive. and the FT 





Fax service 
‘LETTERS to the Editor 
. may be faxed on 071-873 _ 


5938. 

Letters should be clearly 
|.typed_and not handwrit- 
ten. Please set the’ fax 
machin e for fine’ resolu- 

jon. : 

Readers also use a 
direct computer-to-com- 
- puter ‘link, but should 
rst -our com 


Bnet gaparrment on 
More gloom on 
new car sales 


From Mr David Gent 
Sir, In his on new car 










Teport 
Fel , Jobn Grif- 
. sales (12 February) 


fiths credits the 
fndustry Federation with fore- 


:-easting a 1991 market of 


jordogne. 3 See 2. 
Fe jonist policy. “between 1.7om and 16m”. 
ee eT rather fo me : Sadly. even this figure is 
”. tect. ; now too 6] ack 
ntry’s lawyers,.who prac- .. "In a letter to vehicle manu- 
tise t ‘tbat one might term “pre-. . facturers and importers in Jan- 
wilum™ work. “7. Wary, the Retail Motor Industry - 
Tronieally, these attorneys, Federation advised them that 
a wall os theit vec.’ it saw no prospect of new car — 
ents, would do appre- = sales exceeding L6m to'1.7m at -. 
. clably better - both: profes- "best this year, unless there are. 
--sionally and financially — if . icant ‘cuts in interest 
serie, a ers coe 
@ associations ih - Da ay 
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Valentin 


according to the labour minis- 
ter. That will inevitably under. 
mine much of the economic 
effect of the price reform. 

And there is more to come. 
He has promised plans to mod- 
ernise heavy industry. He has 
promised legislation to “de-sta- 
tise” (but not radically privat- 
ise) state enterprises, propos- 
ing to issue “people's shares” 
to the workers to switch from 
state ownership to “collective 


The erstwhile 
superpower looks 
more and more like 
a late 20th century 
version of Alice’s 
Wonderland 


ownership”. He wants to 

switch the emphasis back from 

expansion of consumer goods 

ee. to saving heavy 
lus m collapse. 

He is also promising to intro- 
duce 2 partially convertible 
rouble, to give every citizen 
access to foreign exchange. But 
he warns that sach a pot of 
gold is buried at the end of a 
rainbow labelled political stabi- 
lisation — and end to the rebel- 
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4 BT is “pursuing the right principle’ 





would not, I suggest, expect 
any other company to make 
infpeation of a similar nature 


public. 

‘The public debate is whether 
the principle we are pursuing 
is right, which we believe we 
have clearly demonstrated; the 
quantification of the extent of 
the rebalancing is then a mat- 
ter for private discussion with 
the DTI and Oftel. 

Finally, our proposed 

of 


approach pricing 

~ with customers choosing the 
package that meets their needs 
— not only avoids the political 
problems inherent in crude 
rebalancing, but also, and for 
us most importantly, 

to the needs of the market 
place and helps us to serve all 
our customers in a more flexi- 
ble and responsive way. 
Malcohn Argent, 

Group director and secretary, 
British Telecom, 

81 Newgate Street, London EC1 


Costly result 


of rail chaos 


From d D Ecklin. 

Sir, As a regular commuter 
on British Rail, | was most 
interested in Richard Tomkins’ 
article, “BR comes under pres- 
a to ree further chaos”, 

As a commercial organisa- 


" tion, BR is undoubtedly right 
* im saying that, i i 


statistically, it 
is not cost-effective to take 
measures to counteract such 
.Tare events as severe snow in 
the south of England. 

But the knock-on effects to 
the rest of the economy are so 
great that such an investment 
needs to be made in the 
national interest; and, hence, 
funds should come specifically 
from government sources and 
not be lost in the general sub- 
sidy to BR. 

One probiem which Mr.Tom- 
kins did not mention, however, 
is ing BR’s unique men- 
tality. On the sixth night of 
snowy weather, BR ee 
claiming that 30 per ce its 
trains were not working. One 
would have thought, therefore, 
that some 30 per cent of drivers 
and guards were looking for a 
train to operate? 2 

Yet the 17.50 and the 18.02 
Waterloe-Guildford via Cob- 
ham trains were still sitting on 
apparently “awal a 

JD Ecklin, 

-4, Sole Farm Close, 
Great Bookham, Surrey 


Pavlov: thrust into the limelight 





lion of the republics. 

It alj amounts to a reformist, 
but conservatively reformist, 
state-centred programme, very 
different from the radical tran- 
sition to a market advocated 
all last year by Mr Gorbachev's 
closest economic advisers, and 
spelt out in the ill-fated Sha- 
talin Plan. It is also clearly 
designed to appeal to a popula- 
tion battered by economic 
upheaval, miserable shortages 
of basic foodstuffs and con- 
sumer goods, and baffled by 
months of political bickering 
which has left the vast major- 
ity bitter and apathetic. 

Yet all of this has been pres- 
ented now behind the smoke. 
screen of Mr Pavlov’s allega- 
tions of an_ international 
conspiracy, of Mr Gorbachev's 
drastic decrees to stamp out 
“economic sabotage”, and of 
interminable propaganda in 
the official media against the 
sup} “Mafia” which con- 
trols the shadow economy. 

That is where the struggle 
for political power comes in. 
For Mr Pavlov is quite clearly 
attempting to implicate the 
opposition movements, the rad- 
ical pro-marketeers, the new 
b of businessmen, Mr Yelt- 
sin himself and the whole Rus- 
sian government, in some sort 





Changes in 
US-European 


relations 


From Mr Andrew Shouler. 

Sir, May 1 make some com- 
ment on Peter Wood's geopolit- 
ical analysis of Atlantic rela- 
tions (“After the Gulf war is 
over, what then?” - Letters, 
February 5): 

1. The UK's relationship with 
Europe may conceivably have 
been “a critical determinant of 
our commerce, culture, institu- 
tions” and policies, but here 
“relationship” is a function of 
proximity and parallel histo- 
Ties, rather than m of 
purpose. 


2. If US-German relations 
return to the fore once the Gulf 
= is over, it see tat 

pragmatism — ii 

of the ordinary or “special” — 
as between two sides of the G3 
economic triangle, recognising 
the pivotal and dominant Ger- 
man role in Europe and the 
EC, and neighbourliness with 
the Soviets, rather than natu- 
ral empathy. 


3. Is it not incredible at a 
time when a US-British axis is 
at its most evident, despite the 
UK's supposed “middle-rank- 
ing” status in the view of the 
liberal intelligentsia and by per 
capita measure of wealth, that 
the notion of a “special” rela- 
tionship - rather than one 
driven by perceptions of politi- 
cal necessity - should be dis- 
puted? 


Andrew Shouler, 
155, Conway Gardens, 
Grays, 


Essex 


Cash confusion 
in the USSR 


From Ms Sue Wake. 

Sir, Monetary confusion in 
the Soviet Union is not con- 
fined tothe rouble. 

Paying for coffees in the 
hard-currency-only Mi 
vodnaya Hotel, two weeks ago, 
I tendered a £20 note. My 
consisted of 2 £10 note, 


Ecu. 
“Wouldn't some coins be 


useful?” one of them 
suggested. : 
Sue Wake, 

Worldwide Inf ‘ 

4&2, King William IV Street, 
London, WC2 





of fantastic conspiracy. And he 
knows that millions of ordi- 
nary Russians and their fellow 
Soviet citizens may be quite 

to believe it. 

Mr Pavlov claimed that 
republican radicals, black- 
marketeers and unnamed west- 
ern banks were all conspiring 
to flood the Soviet economy 
with hoarded roubles, a good 
Proportion in the large Rbs50 
and Rbs100 banknotes. That, 
he said, was why he had to act 
on money reform. 

Enter Mr Gennady Filshin, 
the luckiess Russian deputy 
premier in charge of economic 
reform. He was convinced he 
had found Atego business: 
men provide 
needed hard currency 
consumer goods, in exchange 
for payment in roubles, which 
they would spend on invest- 
ment in the Soviet economy. 
They were prepared to wait for 
eventual convertibility of the 
rouble somewhere in the 
future to get hard currency 
returns. 


It always seemed an unlikely 
story. When it transpired that 
the deal totalled $7bn, in 
exchange for Rbsi40bn, rather 
more money than the entire 
amount of cash in circulation 
in the Soviet economy, it was 
clear that the whole plan 

only in the realms of 
fantasy. Or possibly as a delib- 
erate “sting” by the KGB. Mr 
Filshin has paid the price of 
his guilibility and resigned. 

Round One has gone to Mr 
Paviov, and behind him, the 
KGB. “It is as if market eco- 
nomics has simply gone out of 
the window, and we have KGB 
economics instead,” says one 
embittered businessman. 

But time is not on Mr Pav- 
lov's side. He is quite right to 
recognise that the country can- 
not allow its heavy industries 
to disintegrate. The entire 
energy sector, including oil, 
coal and electricity, is in a 
state of collapse. The world’s 
Jargest energy producer is now 
speculating about becoming an 
oil importer by 1995. The com- 
munications network is grind- 
ing to a halt. Steel plants can- 
not get coking coal, and the 
massive state engineering 
plants cannot get steel. The 
petrochemicals industry is 
operating at a fraction of 
capacity thanks to pipeline clo- 
sures, fires and explosions. 

Professor Nikolai Petrakov, 
the market economist who was 
Mr Gorbachev's economic 
adviser until last month, says 
economic reform has been sub- 
ordinated to politics “once 
again”. He is almost certainly 
referring to 1968, when the 
invasion of Czechoslovakia 
brought all hopes of reform 
back in Moscow to a halt. But 
he also delivers a warning: 
“The economy will revenge 
itself on us in the end.” 


LOMBARD 


A nearly sure bet on 
UK inflation rates 


aithful readers will know 

how sceptical i am of 

forecasts and will not be 
surprised to hear that I take 
very few bets. But one bet 1 
have. That is with a Bundes- 
bank official on whether the 
headline UK inflation rate will 
fall by next December to the 
5.5 per cent predicted by the 
British Treasury for the fourth 
quarter of 1991. If the headline 
rate falls by less than this, he 
will discover a new, and I hope 
good, restaurant in London. If 
by more 1 shall make a similar 
discovery in Frankfurt. 

There is of course no such 
thing as a perfectly sure bet. If 
there were another Middle East 
shock or John Major were to be 
bullied off the ERM parity by 
the “Liverpool Six” (econo- 
mists who have demanded 
large interest rate cuts irre- 
spective of sterling) all reason- 
able assumptions go by the 
board. 


But looking at the main eco- 
nomic factors I am confident. 
The Bundesbank official, like 
so many others at home and 
abroad, took the retail price 
index seriously and believed a 
fall from last autumn’s peak 
headline increase of of 10.9 per 
cent to 5.5 per cent next winter 
was improbably steep. 

Unusually steep price reduc- 
tions in the winter sales, 
together with falls in food 
prices, helped to reduce the 

eadline UK inflation rate to 9 
per cent this January. But they 
were offset by other influences 
- for instance higher utility 
prices and passenger fares. 
Indeed almost the whole of the 
reduction in the headline com- 
parison since its autumn peak 
can be attributed to 2 smaller 
mortgage interest effect and 
the shake-out in oil prices 
since their post-Kuwait high 

What lies ahead? There is 
not much mystery about the 
February RPI numbers, as any- 
thing that can happen in the 
last part of this month will 
come too late to affect the 
index. The main influence has 
been a further fall in oil prices 
which should take the headline 
rate down to, say, 8.8 per cent. 

Later in the spring develop- 
ments should be more dra- 
matic. According to Midland 
Montagu Research, the 
unwinding of mortgage inter- 
est and poll tax effects will 


By Samuel Brittan 


TEENAGERS: GUIDE TO UK RPI 
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themselves take a further 3 to 
3% percentage points off the 
headline RPI by the end of this 
year. The biggest drop will be 
in the April figure, published 
in May, when both last year’s 
poll tax effect and the last 
mortgage increase disappear 
from the annual comparison. 
This will take nearly 2 per cen- 
tage points off the headline 
rate. Peace in Kuwait would 
bring forward the timetable. 

Thus we are down toa 5 to6 
per cent headline inflation rate 
hy the end of the year purely 
due to the mechanical effects 
of reversing past distortions. 
Genuine downward pressures 
on inflation, arising from the 
recession, could take next 
December's RPI increase to 
well below 5 per cent. 

If we look beyond the head- 
lines, what is really happening 
to inflation? If we take off 
mortgage interest payments, 
the poll tax effects and the oil 
price influence, and look at the 
“core” inflation rate shown in 
the chart, then inflation 
reached a plateau of 7.5 per 
cent in the middie of 1990 on 
which it has since remained. 

It is, however, possible to go 
one better than just remove 
mortgage interest and the poll 
tax from RPI comparisons. The 
Institute for Fiscal Studies has 
a corrected RPI, which 
includes owner occupiers’ 
costs, and attempts to assess 


INVERCLYDE. 
ENTERPRISE ZONE UNTIL 
THE END OF THE CENTURY. 


them correctly by giving 
weight to house price move- 
ments as well as mortgage 
interest rates (the former are 
not represented at all in the 
RPI). The weakness of the IFS 
index in recent mouths is that 
- like the headline rate - it 
was influenced by a temporary 
oil price surge, now rapidly 
in impact. 

The IFS Index started to rise 
much earlier in 1985 than the 
official RPI, under the influ- 
ence of rising house prices. It 
reached a peak last September 
and has since fallen to 6.7 per 
cent this January. The range of 
6% to 74; per cent now 
suggested by the “core” rate 
and the IFS index together 
gives a reasonable picture of 
underlying inflation. 

The underlying as well as 
the headline inflation rate 
could well drop below 5 per 
cent by year-end, once the 
wage trend changes. In the 
1980-81 recession, pay increases 
were at first slow to move, but 
then dropped dramatically. 
Wage bargainers will be able to 
rationalise the changes in 
terms of headline cost of living 
figures, while economists will 
talk about the labour market 
shake-out and exchange rate 
constraints. The ultimate prize 
will be a rate of inflation low 
enough to join the high-speed 
Schengen group in the 
approach to monetary union. 


MQEPW From now until! 1999 selected areas of Inverclyde will enjoy enterprise zone 


status. Which means that companies locating in these areas will qualify fora wealth of 


financial 


incentives. Like 100% tax allowances on capital expenditure and rates 


exemption. 48897 But that's nor all. Inverclyde offers a dedicated and skilled work- 


force, an excelfent communications network, a variety of high amenity sites, simplified 


planning procedures, and spectacular views across the Firth of 


Ciyde. A0RREF 1BM, National Semiconductor and Playtex ure only 


a few of the major companies which have been flourishing in and 


around the Inverclyde area for years. 4I@RRP With the combination 


of attractive benefits and a magnificent setting, can you afford to ignore Inverclyde 


as a location for your business? ABEBW Call David Brown of 


our London Office on 071-839 2117 for confirmation of what 


Inverclyde has to offer. 
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SCOTLAND. LAND OF OPPORTUNITY. 


SCOTTISH DEVELOPMENT AGENCY, THE SCOTTISH CENTRE, 17 COCKSPUR STREET. LONDON SW1Y 5BL. 


TEL: 07 1-859 


2117 FAX: 071-839 2975. 
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Israel tries .. 
toplay 
down Bush 
protest — 
over envoy. . 


By Hugh Carnegy hae 


Concern about British economy and poll tax makes Tories cautious 


Major leaves election options open 




































By Alison Smith 


THE UK Government has 
brought forward its planning 
of future legislation to leave 
open for as long as possible the 
options of calling a general 


Hon ae is to ke tiere Spe 
ra bill dealing wit é Con- 
locally 


election either-in June or Octo- tary session, whenever the | in Jerusalem 
ber this year or after a final election is called, even though : 
session of parliament next it is not yet known what the 
bill might do. songht to play down the siguif- 


year. 
The cabinet is expected to 
agree the outline of a pro- 


Mr Michael Heseltine, envi- 
Tonment secretary, yesterday 
unenthusiastic about 







‘amme on a contingency Bush over a press interview 
Basis later this: mouth, before the possibility of a radical shift | given by the israeli ambassa- bank of 
decisions about the timing of in education spending from | Sor in Washington, criticising | Hinots just across the street, on i 
the next general election are local to central government. | US policy towards Israel. on the grounds that when the done nothing at all to relieve 


the “unprecedented” credit. 
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taken. This is an option fa 








crunch. (That is a matter of 





by 
many Tory MPs but Mr 
Heseltine 





Many of the bills approved were wound up, Conti could 
by the cabinet committee on has said it should be weil as splits within the venient take the building look a 
future legislation, chaired by seen as a “last resort”. Israeli. government — which | (vcr tty : ota you look for pre * 
Mr John MacGregor, leader of It would not, he said in an | “@ likely to have a strong’| ‘Then this staid reputation pe < What we are observing is the. 
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the House of Commons, as suit- long financial cycle, which - 
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able for the end of a parlia- By Anthony Harris 0?€ *fout the working .life- 
——— 




















“enable you to a} achieve a settlement of the a 
ment would be dropped from a ae: : change in the short term.” He | 4%ab dispute. ‘world's fastest-growing banks, f a banker. For the- 
election programme. ‘i - added, however. hasing ' Mr David Levy, min- | with the slogan bank that Fs time oi ~ £0 -_ 
PrContinuang concern about John Major: wary of Labour party enthusiasm the mee $0 ae could be , and the office of Mr Yit- | ites to say ‘Yes”. With the did almost as badly in the immediate future, we’ shall 
the poll tax and the economy : ; financed by economic growth | 2#8k Shamir, prime minister, | collanse of Penn Square, to early 1970s. . > 
are the main reasons for cau: managed. A Harris poll for the war will prove volatile, and could be a “relatively painless expressed regret over the inci- which Conti had said “Yes” At the same time, most 5 
tion about election timing Observer newspaper gave the some are ,to Labour process”, ; dent but said it should not be | iouder than anyone else, the members of the ERM have Acid 
among Tory MPs, in spite of Tories a lead of four points taking the lead again, perhaps ‘ allowed to disrupt relations. tried to backtrack done much better, despite ort-cycle 
weekend opinion polls putting over Labour, with the two par- by as much as 10 points. Mr David Blunkett, Labour | Mr Bush had sent a cable to | snd Conti became the bank cyclical divergence and hip. 
the party slightly abead of the ties on 46 and 42 points respec- Mr John Major, prime minis. party local government spokes- | Mr Shamir, condemning that has to say “No”. It was too within the system. The trouble tere. 
opposition Labour party. tively. ter, and party managers will man, said Mr Heseltine’s | remarks by Mr Zalman Shoval, | late, though, within a stort invariably sarts not with the i short termi, 
The opposition is stepping 4n NMR poll for the Inde- have noted that, according to ‘remarks about not parading } the ambassador, as mS | time Conti was the most nots- technical regime, but, as in M1- but probably better in ms Jang. . 
up its attack on both issues in pendent on Sunday showed the the Harris poll, there is much differences in and beyond the ho of | bie casualty of soft ofl prices inois, with the rosy optimism term. But we could try to learn ee 
the coming week, with debates Tories with a 8point lead more widespread enthusiasm 4 cabinet split on what to do | seceptable behaviour. and it was the twin of bankers. Mania inflates the the lessons. They echo those of: - 
in the House of Commons and ahead of Labour on 40 percent. for an early election among about the poll tax. There was no sign that Br | across the street that was in bubble; when tt gives way to the 1999-32 disaster, with mod. 
the publication of a paper Both polls gave the Liberal Labour supporters than among He went on the say that all | Shoval, a former MP from Mr | charge. depression, we have the slump. fications. First, interest rates .. 
which looks at UK companies Democrats 8 per cent. Tories. the government could offer on | Shamir’s Likud party who Now monetarists, such as The trouble is that bankers alone cannot stabilise asset 
which are suffering the current Ministers believe, however, Whatever the government's the issue were “confusion and | took up his Washington post | the six who wrote a muchdis- lead sheltered lives. They con- bubbles and their deflation; 
recession despite being well- that the polls after the Guif plans for forthcoming legisla- incoherence”. four months ago, would be cussed letter last week, argue gregate in tight little money there is no workable rate high-. 
, ‘ ~ ‘| recalled, as demanded by the | that while policy can never centres and talk mainly to enough to check a runaway” 
. 7 Israeli opposition Labour | protect individual bankers other bankers. The result is bull market, or revive-one 
Bleak time for UK retailers as sales fall Soe a ee ee ee mes Sticky wile has crashed We sed 
terview that Israel was | should prevent such delusions spread. 1 can remember being more direct methods to head 
i i being given “the runaround" | from sweeping through the told by a Bank of England off the habitual folties of lem. 
By Rachel Johnson, Economics Staff, in London by Washington over federal | +7 am O in the early 19700 ors ‘The trouble 60 years . 
in Britain's Pay rises awarded to the top directors of small British the first official confirmation | }@” guarantees to help Israel | us with a slamp when the bub- worry about lending, ago was stock market specula-. 
md have: areeyat nae companies still bear Iittle relation to of the recession according to | #bsotb Soviet Jewish immi- | 10 bursts. The money num- growing explosively at the Hon: regul: ee Final Saar 


time, was quite misplaced 
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company performance, 
annual basis for the first time according to a survey from the Incomes Data Services’ Top Pay the standard definition — two 


grants, which have been i pe 
ince the Confederation of Brit- Untt, published today. With more than half of the directors successive quarters of negative | 9geed but not delivered. He | icv wilt be tightened before “because it’s all in real values, and they have never been 
ish Industry and the Financial veeefving pay rises higher than the increase in company pre-tax growth. also complained that Israel | real damage is done. This leads after all”. Later, there were rescinded. : 
Times began their distributive profits, the awards fly in the face of moves by the Institute of “The consensus of econc- had noi received “one cent” in | iogically to their m of painstaking lectures from com- The big losses now aré’ 
trades survey in 1983. Directors and others to try to bring boardroom pay rises in line mists’ forecasts lg for a decline | 4" War damage and costs, the ERM, in which intereet mercial bankers sbout how land and ‘Broperty, com Hine 
i col ice. i . 7 rates are overne sovereign borrowers coi not : ie Ne 
The January survey intro- mpany performance. Page a 0.8 Part oe ths fourth hind | e8pecially given Israel’s | erchange mathet pressures defauit (it was thought to be devices and the answers-will 





duces a week likely to be domi- 

nated by gloomy news on the have any “real effect” on busi- is to be emphasised by today’s quarter. 

domestic economy, providing ness conditions, the CBI said. _ provisional retail sales data for Although the recession is 

ammunition for the opposition With the recession deepen- January, expected to show a acknowledged to be both more 

Labour party's expected attack ing throughout the country sharp decline in volumes of up severe and longer than the 
government i 


ther than by domestic condi- illegal), about how ication not be so simple; controls” 
tons ¥ had abolished risk. while the might involve differemtial 
There is less in this than international interbank market reserve requirements on- US" 
meets the eye. Monetarism had lished liquidity prob- lines (which would be -a key 





4 7 with Jerusalem ; Juan intr tral banks" 
tomorrow on the government’s and and consumer spending to 2 per cent on the month. has predicted, pri- looks good on paper, but it has tems. Above all, floating inter- role of member cen t s 
record in a House of Commons dropping in real terms, the — Wednesday’s monetary sta- vate sector economists have | ¢ver Israel demands for aid. | » rotten track record; its tri- est rates were seen in coun- of a federalised Eurebank), .. 


hs are all triumphs of tries where they were as much checks on mortgage eaprm fes % 

it. There are too many a novelty as abolishing the fun- European lines, some en 

rival ways to measure the damental banking risk - that rules about corporate gearing’ . 

bioney supply, so that different of being ca’ by rising rates levels - you can draw wp -your-. rere ot es 
in this schismatic faith when you borrow short and own ist. ee ale 

Jend Whatever you put in it, ar 


debate on the economy. impact on the retail trade was tistics should show a sharp begun to foresee a recovery 

Retailers were having a “' more serious,” said contraction in the rate of starting at the end of this year. 
bleak new year with no fore. Mr Nigel Whittaker, chairman growth of the money supply as According to Mr Alan 
seeable respite in sight, the of the survey panel. have eased. Davies, of peace at 


pressures 
CBI said. Sales and orders in _After two successive months It is Wednesday's gross modest suggestion by Mr 


: Moshe Arens, defence minis- 
the other two sectors, whole- of scant sales growth, levels domestic product data for the will start to grow at the end of ‘} will recommend different poli- . 
saling and motor trades, also were last year’s fourth quarter of last year, this year to reach a sustainable | (@%, made in Washington last | ciog Now all these collective delu- will he denounced by the die = | --- ‘ 
continued to weaken to levels and the outlook this month however, that are to 28 per cent in 1992” if inflation | have ‘received a frosty recep- | _, 22 Stowth of broad money, sions have been exploded. Mar- hards who still think, oven ” ; 
below those recorded last year. was for “even worse” demand. indicate that lower interest fell below 5 per cent and inter- tion. which gives the best warning ket values are volatile, not they collect their r d 
ent, Week's “epoint cut in Evidence that the retail rates have been long overdue. est rates were cut to 11 per | “4% oy 4. desperate to secure | “bank lending folties, is rey reals sovereign. borrowers pay, that financial d Re 
interest rates was unlikely to recession is rapidly deepening These are expected to give cent. extra fanding because the ietcalt contre Because i eau Bu et egtiener ie Ss ™ trium — ; 








est rates are raised and for only fair-weather liquidity; and that there is plenty of time’to 
floating rates, swaps, and all go into these questions as the" - 


must raise ss much as $20bn jong The record e ; 
for itself. The US has the other technical devices full truth utr ‘ 
speaks : e oe he can about recent follins 94. ieee 


externally in the next few 


S Korean current account falls into deficit 


years. The loan guarantees | manage: get in shift risk ~ from one borrower emerges. For the foreseeable " 
By John Ridding in Seou! ear mhe by Mr shows are | worse trouble than we are now to another, or from bank to future, the Ene enn j ues a 
ec.48 , 5 : i only for $400m, but are | in, despite a regime which is borrower — but cannot abolish financial world will beacentre. --- zi 
SOUTH KOREA'S current expected last year, it turned oil and other petrochemical ean exports of textiles and con- | regarded as a vital first i monetarist; and we it. So now we have a world in of quite stifling prudence. ~~ 


account, which has consis- out to be more severe than products, from $5.7bn in 1989 to —_ sumer electronics. 
tently recorded large surpluses expected and the speed of the $8.8bn last year, was the princi- At the same time Korea's 
since the mid-1980s, fell into adjustment was a cause for pal factor in the 146 per cent trade surplus with the US, 





abrupt deficit last year, accord: concern, it said. increase in overall imports to which has fuelled trade the White House, however, feel 
ing to figures announced by Exports, which pushed up $65.1bn. over recent years, fell 49 per j that Israel is not fhowing 


the Bank of Korea. current account surpluses as South Korea imports al] its cent to $2.42bn. Exports to the 

The central bank reported a high as $9.85bn in 1987 and crude oil, which accounts for US fell 6.2 per cent, reflecting 
deficit of $2.1bn in 1990, $1427bn in 1988, increased by about 50 per cent of total weakening demand for con- 
roughly in line with a forecast only 3 per cent last year to energy requirements. sumer products such as cars 
last November, compared with $63.24bn. The sluggish’ perfor- Within the overall current and electronics, while imports 


attributed the chery 6 ne t : depreciation tihe ye a the importat Alatoed in wading ao th oe fan ged ming issue of the occupied Arab ter. | faeces! = 
Ft ul SI swing to preciation of yen in important ui rea's surplus | is 
the increased cost of oil first half of the year, which patterns with Japan and the with the European Community | ritories. . CENTER PARCS U.K. PLC 
imports, higher imports of cap- reduced Korean manufactur- US, South Korea’s principal also shrank, falling $468.3m to £60,000,000 
ital equipment and consumer ers’ competitiveness against economic partners. $433.3m. 
products, and a continued slug- their principal rivals. Korea’s trade deficit with The overall trade deficit for 5M per cent. Guaranteed Convertible Subordinared Bonds 1983 duc 8 guamntwed us a subordinand have by 
gish performance by exports. The loss of competitiveness Japan widened sharply, 1990 was $1.85bn, compared CENTER PARCS NN. 
The bank said another defi- was also blamed on increased increasing by almost 50 per with a surplus of $4.6bn in p 5 (with tes Corporate Seat in Rotterdam, The Necherlands) 
cit — of between $2.5bn and labour costs, quality problems cent to $5.94bn. 1989, this, it has to supply details of | & NOTICE 1§ HEREBY GIVEN chat a Mecting of the holders (rhe “Bondhilders") of the ake ne-mer.tuned Bond 


its housing plans for contro- (the “Bonds and conversion bonds constituted by a Trust Diced dared 7th June, 1838 and a Supplemental Trust 


$3bn - was forecast for this and delays in introducing new The rise was largely the Invisible trade suffered a def- rn 
with | versal Jewish settlements in f See eg Ie reece 1982. the “Trust Deed) and made between Canter Pans tik: PLE tthe bees 


products. Tesult of increased imports of icit of $493.im, 


year, compared 
While a deterioration in the With respect to imports, a capital equipment and compo- a surplus of $210.8m the previ- | those territories. Corporati (the “Trustee”? will be hi "Genter Fores and The Lag Debenture Trust 
current account had been sharp increase in purchases of nents and a slowdown in Kor- ous year. The loan accord was about ; "ALieronbuer Sqn, L London, CIV TLD fr che purses on gepeday ath March, 199} ar Rowen 
to he signed last week when a | fiptssl following Extranndinary Resolution: and Wihought fit, passing the 





Airbus expects {Allied attack within days | Georgia seeks 


So there are s: tha’ pate} “The Company may from dime ro time on or alter 12th March 1%], havi 
orders to plumge | oosnued trom Page 1 cate that an attack would not | WESteIN Support | , Se, there are signs that lor somrol te Bod ot 03 pr ceed tat pepe ate tes 
Continued from Page 1 the eve of talks today in come over this period. Continued from Page 1 policy of restraint, Washing- Et stane Ica be nalemption:; 
Mr Jean Pierson, the Airbus | Moscow between President US officials said that no deci- | an autonomqus republic, } ton and Mr Shamir’s govern- General 
chairman, indicated in Toul- | Mikhail Gorbachev and Mr sion had been made on when | sparking off a wave of violence | ment are heading for a post- 4 This Mecting ts convened by the Issuer. In accordance with normal practice, che Tus ini 
ouse last week that only two | Tariq Aziz, the Iraqi foreign to start a ground offensive. | in which 29 people are claimed | war clash on political issues. Bay Ee meee omaneemcars, The aruention of Bardholders is particularly drove re ahe em Othe 
firm orders had been cancelled | minister. _.. However, it is likely that a | to have died. Mr Shamir has made plain npand ise an cdiouried mesg which w wt out paragraph 2 of "Veting and Cheonune ee 
by airlines so far this year and Following contacts with broad timetable has been Mr Ghamsakhurdia | he intends no concessions on = Voting and Q: ; 
he expected about 10 firm | Moscow over the weekend, Mr agreed and now just awaits the | denounced the Ossetian nation- { the occupied territories, which b $l. A Bondholder wishing to atrend and vote ot evan ‘cseseny 
orders to be cancelled in the | Baker said he believed the formal go-ahead from Mr Bush. | alists as “the agents of | are likely to be the key issue i bus Bondts) or a valid voting ceresficave of valid voring certihcate: iamued bn Pane ae 
next two years. Soviet Union was going to Mr Dick Cheney, the US | Moscow”. in any Arab-Israeli break- Ri eee ei he wishes to vore, A holder of Bonds not wishing ro atrend and. 
More airlines, however, were | stick to the existing joint posi- defence secretary, said that it | _ He said they were being used | through. The US administra. veting retraction fon a vonage ae peraon whom 
likely to seek short-term defer. | tion of supporting an immedi- Iraq withdrew unconditionally | by Mr Gorbachev as a pawn, | tion will have clear leverage, below) : 
ment of some deliveries | ate withdrawal by Iraq. from Kuwait “it would be a | 20d Soviet support for them | in the shape of financial aid, 
because of their current finan- Mr Baker added that there clearcut victory for the coali- | would be traded by the presi-] and looks set to exercise it, as 
cial difficulties and the fall in | was “nothing ta be lost by tion” dent if Georgia agreed to take | in the case of the loan guaran- 7 r 
travel demand. talking and, if it results in “He noted that Iraq’s nuclear | Part in a referendum on the | tees, the Mecting. Bonds so deposined siving § 
Airbus bas so far picked up | Iraqi withdrawal, more power capability for years to come maintenance of the union, Despite that example, Mr i he Paying Age " depat eet we 
only three new orders so far | to whoever is doing the talking had been destroyed and its } Which it has refused to do. Shamir said defiantly yester- i ch Mex ‘ before the time for which the” 
this year, two for A300 wide- | — as long as there are no sug: Sha. agte military capability | , 00 the Ossetian side, Mr| day that Israel had ‘never hereof ng inszustion roceipriat 
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voting certheare ee ee mordinary Resalunion set out above is rau op more 


body aircraft from Ansett, th stions of a pause or ceasefire Alun Chochiyev, inowl- 
poly -alrcra carrier, and one & something that would per- ma very severely edged leader of ere acinar on aid, ‘ncipal ainean ee Frories and holding or representing in the ‘ 
A310 wide-body aircraft from | mit Iraq to reposition, to fe movement, said the declaration | He is Ukely also to appeal the Meeringa quorum for the roaster fine Coir ourtanding. Fruithin Ise” 
Singapore Airlines. sq | srengthen its military position President Bush continues to | of a republic would not be | for funds dizectly to the US aed ace Memingeillmed adlqurned or nch pied, Rong torieth 

But slower growth is | on the ground, w! would port of the A teen poorie revolne 4 and that, the fight | Congress, where Israel can nats a ee ge aloud Mccting (notice of which wall be given te 


unlikely to force significant | result in higher coalition casu- 9 
organisational changes at Air- | alties.” his handling of the Gulf war. | @ Mr Boris Yeltsin, president 
bus to turn it into a public | President Mikhail Gorbachev A Washington Post/ABC | of the Russian republic, 
Uaiee company. “We are ret ge of last — or poll Sern 78 per | renewed his attack on the 
Where we were two years ago,” | to allied leaders urging that cent approve le war, | Soviet leadership, usi. 

Mr Pierson sald °S° | the ground offensive should be around the highest level of the | Soviet leadership, accusing 
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“We have not made any | delayed until after his talks past three weeks while 81 per | ing reform and moving to roll | talks, spoke against  preacre abrall 
progress on this front and it is | with Mr Aziz. , cent believe the bunker bit on ack democratic changes, the mnir at the weekend for having 
unlikely we will make much | The US apparently declined Wednesday with the loss of | Postfactum news agency said arranged Mr Arens’ Washing- a 7 : rey a malonty In favour conaisting ; 
progress for another three to | to provide a formal pledge, civilian lives was a military | at the weekend, Reuter reports | ton talks last week bebind Lis | Resolution wall be bind Upon al ce Sey chte eur 
four years.” although it did privately indi- target. from Moscow. back. Ane ared upon ol he of coupons relating to rhe Bonds, 
La a a WEATHER Ee ery be eee oe napected. and copies ofthe voringcereficates, 
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Ayzccio C 13 $5) Bevin C 0 32) Carscae - - -|Faro A 8 43)}temobed =F 17 61] Matotra F oir 6S} hun S 4 2] Niece £ 17 G3) Sarboy 5 4 20] Toners i Re Principal Paying and Con i 
Anniers, C 13 S| Bartz c 48} Cesablonca «=F «13 35| erence bib version 
Pe ee ee Ameen feenan Bn NV Hoes 7 nd 
Bahan = = =|eouoge - - -[ Copenhagen C 0 Zz(GRewtar  F 11 a? | dotewmesbury © 3a Ge] wate SW &/neet 8 af] Paing 3 3 Samer fs 3 a] vomoe ae Paying and Conversion Agent 
Grams & § S{Bawen § ¢ xlmmm  € ale C 3 alums of 4 Siuemomr 8 6 Glines = Co lpm Ft Sater FT Wee os 7 “opines Trust Company, | Appold Stiect 

R04 Mtuie Fo Siltemen =F Tiina «SO Ray” «Clo elven 6k) Bankers Trust Linembourg $A, PO Box 807, 14 beget London ECZA 2HE 
Sem cp alee balou F 2 Slim” SY soltetee Soo nae $ HW t)Meedon 9 tT lmodea Fo Sitio = eee =n * Wt'Boulevard kD. Recsevelt, L-2450 Luxembean 
Gongrade s 1 MiCapeTown = € 1% 611 Edioburgh C 1 371 kwemess C 3 Viinemoug 3 1 as 7 alee ot 7 alee eS Sle, oS ee acy = 

- o- = - Hae A = S-Saet Ga~Soow T 





li 
i 
| 
i 
| 
| 
i 
fs 














Beigium gets ready 
for a Ecutbn issue’ 
‘Fotfowing the UK's Ecu2.5bn gift issue |. 

@ UK's Ecu2: last 
Wednesday, Belgium is planning to launch an 
. Eeutbn issue of five-year bonds. An official at 

the Belgian Treasury said a final decision was 
- delayed on Friday, due to the -uncertai inty gen- 
erated by Iraq's conditional offer to withdraw 


|. from Kuwait. ‘A decision is ti j 
tomorrow: Page ta ion is tikely to be taken 











Tighter ties for odd couple 
oldest, and oddest, 
bediellows in the 

FA 3 equipment industry. 

ASEA BROWN BOVER! Now the 23-year-tong 


A BD BD oe oe 
j European electrical 
connection between 


Scholes Group ofthe UK and Asea Brown Bov- " 


eri, the Swiss-Swedish engineering group, 
enters a new phase, Today the wraps come olf 
a significant alliance between the two compa- 
‘nies. European Community single market 
|, reforms lie behind the decision to strengthen a 
3 relationship that began in 1968 with a licensing 
y| ‘agreement, spawned a joint venture in 1981 
_ [and now produces two new UK joint venture 
companies. Andrew Baxter reports. Page 16 





“The planned sale of British & Commonwealth 
Merchant Bank is in the balance. Cukurova, the 
.{.Turkish industrial conglomerate bidding for the 
-Subsidiary of the collapsed British and Com- 
. monwealth group, is still trying to finance the 
- | deal: It is understood to have offered around 
-£25m ($48m) for the bank, against its original 
bid.last year of £40m-£50m. The financing 
-problem, however, relates not to this but to a 
-£150m standby facllity the. group has to put in 
place before the sale is confirmed. Page 16 


|Top job dispute at Hoesch 
- & Such a disagreement Is 
almost unheard of in 
large German compa- 
nies. The supervisory 
hoard of Hoesch, the 
German steel and engi- 
neering group, has 
failed to reach agree- 
ment on who should 
_ succeed Mr Detlev Roh- 
“wedder (left), the former 
. chiet executive, who’ has 
: decided to stay on as. 
head of the Treuhand; the German state hold- 
ing cormpany, in Berlin. Page 16 : 
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~ Vexed question of how to 
_....police European budgets 


behaviour on national govern- 
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BET plans 


a Shake-up 
of top jobs 


By David Owen in London 


SIR TIMOTHY BEVAN is to 
stand down later this year as 
chairman of BET and be replaced 
at the head of the debt-laden 
business services conglomerate 
by Mr Nicholas Willis, managing 
raat ena chief eee 
ec igeover is expected to 
take place “about midsummer”, 
according to a BET director. “The 
suggestion that Sir Timothy 
should go is his,” the director 
said. It is thought that outside 
candidates for Mr Wills’ job will 
be considered and that recruit- 
ment consultants have been 
asked to prepare a shortlist. 

The succession issue is likely 
to be discussed both at a board 
sub-committee meeting this 
morning and at a series of 
deferred get-togethers with fund 
managers that will take place 
over the next few weeks. 

Sir Timothy, 63, a former Bar- 
clays Bank chairman, has 
chaired BET for just over three 
years. Mr Wills, 49, has been 
chief executive since 1985. 

News of the prospective 
shake-up comes with City confi- 
dence in the former British Elec- 
tric Traction at a low ebb, follow- 
ing a_ series of recent 


developments. 

Just over two weeks ago, the 
group's shares lost more than 
half their value in a few hours of 
trading amid rumours (later 
strongly denied) that it was 
about to engineer a big capital 


Nicholas Wills: expected to become chairman by midsummer 


Arab Banking 
Corp to gain 
London base 


reconstruction. The shares 
recouped some of the lost ground 
after the company’s statement 
that it was “not aware of any 
justification for such a fall”. But 
they still closed down 35p at 100p. 

The shares have since climbed 
back to 122p, valuing the group 
—- which is among Britain's larg- 
est private-sector employers - at 
£905m ($1.77bn). 

On February 1, BET issued a 
profits warning and paved the 
way for a possible final dividend 
cut by stating that it saw no rea- 
Son to expect a reduction in total 
dividend. 

At the interim stage, the group 
declared a 025p increase to 425p. 
Analysts’ profit forecasts for the 

endi h 32 are in a 
range, 

achieved a year f 
A week later, the group finally 
succeeded in disposing of its 28 
per cent stake in Thames Televi- 
sion. This had been on the mar- 
ket since March, but was sols at a 
price which was seen as disap- 
pointing by many. 

Delays in the planned disposal 
of non-core businesses have been 
a feature of the company's recent 
problems. 

BET's year-end debt — allow- 
ing for the initial £345m cash 
injection from the Thames sale — 
is expected to be just under 
£500m, a level that would pro- 
duce gearing of approximately 90 
per cent. 


year 
£220m-£230m versus 
: : 











C’est la guerre for Coke and 







7 Stratford Place, London W1N9AE 













Brinks consumption in France 
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Pepsi 


William Dawkins looks at problems in the fledgling French cola market 


seem, the French, of all peo- 
ple, are developing a taste 
for junk food and drink. 

Foreign food companies have 
for years talked optimistically 
about the potential for cola, 
white sliced bread, express pizzas 
and hamburgers on French 
tables. traditionally laden with 
mineral water, wine, and local 
cooking. 

The queues visible in any 
McDonald's in Paris bear them 
out. Even the waiters at Lucas 
Carton, one of the best restau- 
rants in Paris and probably 
Europe too, these days serve 
Coca-Cola without turning a hair. 

But going it alone in this idio- 
syncratic market can be tricky, a 
point highlighted last week when 
Coca-Cola, the US company 
which dominates the fledgling 
French cola market, reorganised 
its operations there and recalled 
its local chairman to headquar- 
ters in Atlanta six months earlier 
than scheduled. 


. This comes just 18 months 
legal battle ah oe i 
to control oi 
its French distribution from Per- 
nod Ricard, the French drinks 
group which had handled it in 
one or another since 1949. 
Meanwhile, Pepsi-Cola, Coca- 
Cola's much ‘smaller rival in 
France, is in the final throes of 
an acrimonious divorce from Per- 
Tier, the soft drinks company 


Sa though it may 


The tough marketing tactics of 
Mr William Hoffman, the Coca- 
Cola executive recalled to 
Atlanta, had won him plaudits in 
the US, but went down badly in 
parts of France. 

An experiment with selling 
Coca-Cola in street vending 
machines in Bordeaux had to be 
abandoned after cafe owners boy- 





cotted the drink in protest 
against having to compete 
against street sales of cans priced 
at roughly a third of the bottles 
on their own tables. 

Supermarkets did not take eas- 
ily to Coca-Cola's new toughness 
in demanding that its products 
should get prime shelf space, 
backed up with frequent on the 
spot visits by its executives, say 
stockbroking analysts. French 
supermarket buyers are prickly 
negotiators at the best of times, 
liable to de-list weaker brands at 
a moments notice. Even giant 
food companies like BSN treat 
them with kid gloves. 

“Yes, he was aggressive. But 
we think that was well perceived 
by the supermarkets ~ and he 
put Coke back on track in 
France,” says Coca-Cola. 

Far from being in trouble in 
France, Coca-Cola has seen the 
volumes of all its brands rise by 
52 per cent over the past three 
years, twice as fast as the 
national soft drinks market. Nor 
is there any direct criticism of Mr 
Hoffman, who is returning to the 
US to take charge of European 
trade relations, an apparent pro- 
motion. 


r Hoffman was 
M recruited 18 months ago 
to relaunch Coca-Cola 


in France after the FFre8g9m_buy- 
back from Pernod Ricard, plus a 
FFr600m ($120m) investment pro- 
gramme to build a canning fac- 
tory in Dunkirk - one of the 
world’s largest Coca-Cola plants, 
with an annual capacity of 1bn 
cans - and a concentrates plant 
in southern France. 

The group has also recruited 
540 staff in France over the past 
year, making a total of around 
1, 


500. 
Mr Hoffman did just as 
required, presiding over a rise in 






















_ light, alittle 


budgets in the. industrialised 
‘. Britain’s 1991-92 hndget is 


have- 


” involve tough political deci- 

sions. But away from the lime- 
little publicised group. 
of. senior European finance 
ministry and central bank offi- 


.-.-Gals has-been. discussing bud-. 


t uestions which have 
the potential to be even more 


















‘bank: board 


; international monetary. 

oe aaatrec wei - that - relating 
-. donat pnd 

: dhe: common monetary policy 


policies to 


envisaged under Emu’ “was: 


the most. difficult 
. Oe ee facing the architects 
oftinion’ > 


- 7" qt its simplest,’ the problem” 
. is about 


i ote actcaar spe00 
in. parti ° - 
"ing at the margin when. a 
nation’s budget is io deficit. 
While: most plans-for Emu 
envisage. a common 


Dolicy wader a European cen - 
policy uggesting 


bank, nobody is s 
eee ‘control over 


; . that similar 
_ & policy. should be taken out. of 
- "* the hands of 


te ep 
E ‘s has 
Sa sonfict: It is conceiv- 


“ble that national governments . 


* AIL..these budgets will: 


nomic consequences of life 
under a fixed exchange rate 


Germany,’ in lar, has 
argued that mutually agreed 
a Gara 
are necessary. 
vidual governments might be 
tempted to run large budget 


- deficits. in times of economic 


difficulty. Such action could 
threaten price stability or lead 


to.a general escalation of inter- 


ort.on Emu. It proposed 
that union should involve 


* upper limits on budget deficits 


in EC member states. 
This notion was opposed by | 
‘parliamentarians in the UK 


. House of Commons. But since 
‘ then discussion. of the eco- 


nomic. aspects. of Emu has 
rather fallen by the wayside in 
the debate about Europe's 
future. : 

. This. may be because so 
much of the-work on Emu has 
been left to monetary experts. 
The Delors committee was 


. comprised: mainly of the Euro~ 
“pean “Community's - central 
- bank- governors: . These same~ - 


men last year agreed draft stat- 
utes for ‘a European System of 
Central Banks. Bee 

But = with. the Intergov- 


ovin| e back towards the cen- 
‘oe af the debate. The Delors 


idea of limits on budget deficits 
* a dropped. tain to be in Britain where Par- 


to have been 
because it is too difficult to put 
into words or numbers. 


of, Germany. the experts have 
been focusing: their’ attention 
on other rules for imposing 
-responsible macro-economic 


ments in Emu. 
Three rales are under con- 
sideration: 
pulat i that hs try be 
iting no country can 
have a current deficit. This 
would mean that all current 
ture must at least be 
covered by fiscal revenues. 
Capital spending could be cov- 
ered by borrowing. 
@ A primary hi 
would say that primary expéen- 
diture, defined as total spend- 
ing less the servicing of the 
national debt, must be covered 
by fiscal revenues. In other 
words, no country may have a 
deficit ae increases the 
@ A debt-burden rule. This 


would set a ceiling on the 
amount of national debt as.a 


ratio of gross. 
uct. . 

It is expected’ that these 
rare wil i monetary com- 
row Ww 
mittee meets in Brussels. 
It is possible it EC finance 


ministers may have a first 
review of Ve recent lanes by 
on the budge! prol 
fens of Emu when they meet 
im the IGC at the end of this 
3 monetary officials 
acknowledge centralised rules 
over budgets create problems 
for many countries. The Ger- 
man constitution, for ex 
forbids outside bodies to 
impose b authority on 
‘the “Land” or state govern- 
ments, But the biggest stumb- 


Ting block to EC ruies over 
national budgets is almost cer- 


liament is es) jealous of 
its centuries-old control over 

the nation’s finances. 
Peter Norman and 
[an Davidson 


By David Lascelles, Banking Editor 


$22bn. The bank is currently 
preparing its accounts for , 
and will publish these next 
permission to incorporate a 
new European arm in London. 

The new bank, to be known 
as ABC International Bank, 
will have authorjsed capital of 
£300m ($588m). Of this £250m 
will be paid up. It is expected 


comprise 7 
don-based operations. 

Those of the Paris branch 
will be added shortly, and 
other continental operations 


to begin operations next will follow. 
moni 
Mr Abdulla Saudi, the presi- Own board 


dent of Bahrain-based ABC, 
said the move was intended to 
give the banks a second base in 
an Organisation for Economic 
Co-operation and Development 
count 


‘try. 

Such a move would assist 
the bank's growth in the west- 
ern hemisphere, including 
Europe and the US. 


Although the move to incor- 
porate in Europe was initiated 
some time before the Gulf cri- 
ih ‘aided urgency to ABC'S 

urgency ‘s 
need to build a new base. 

“Coming here was a ‘must’ 
for the group,” said Mr Saudi. 

ABC has already switched 
its administrative centre to 
London while the war lasts. 


Recovered deposits 
Mr Saudi said that the bank 
had apr to recover a 
portion deposits w! i 
lost in the immediate after- 
math of the Iraqi invasion of 
Kuwait. 

The group. as a whole had 
lost about $3bn of deposits 
placed by other banks, but had 
recelved new deposits of $L8bn 
from business and personal 
customers, he added. 
Overall, the group's balance 
sheet had fallen by about $lbn 
from its pre-invasion level of 


However, it will not include 
ABC's 56 per cent interest in 
Banco Atlantico, Spain’s ninth 

bank. Eventually, the 
New York branch will be 
added. 


Mr Saudi said ABC Interna- 
tional would become the inter- 
national arm for the whole 
ABC group. It will have its 
own board consisting of repre- 
sentatives of ABC and other 
members who are still being 
assembled. 

Mr Saudi will be its execu- 
tive chairman, and it will have 


‘Products and 


@ Kuwait banks will today 
i settling interbank obliga- 





poet plundering & 

wait 

The settlement is being con- Inveresk 

ducted from London by the 

National Bank of Kuwait, beer 
its are being guarant 

by the Central Bank of Kuwait. 


ot 





French Coca-Cola consumption 
from 39 small bottles per head 
annually to 49 bottles over the 
past year. Volumes of all the 
group's brands, including Fanta, 
Sprite and Finley Tonic, rose by 
22 per cent over the same period, 
though officials admit net profits 
will be hit by investment costs. 

Coca-Cola dominates its rival 
Pepsi-Cola more completely in 
France than anywhere, perhaps a 
reflection of the latter's unhappy 
relationship with its French dis- 
tributor. 

The leading brand has around 
80 per cent of the French cola 
market, with the rest split 
between Pepsi-Cola and retailers’ 
own brands, reckons Mr Sylvain 
Massot, a food and beverage ana- 
lyst in London for Mo: Stan- 
ley, the US investment at 

Coca-Cola's efforts to boost its 
presence in France, one of the 
few countries where it owns its 
canning and bottling operations, 
algo reflects the sheer attractive- 
ness of the French market. 

Consumption per head of all 
brands of cola is around a tenth 
of US levels, and less than half 
the level in Germany and Bel- 

ium, Europe's leading cola 

ers. Yet the French taste for 
cola is growing fast, representing 
40 per cent of a soft drinks mar. 
ket that is expanding at around 
2 rat annually, estimates 
laugen, managing direc- 

tor of Pepsi-Cola France. 

Soft carbonated drinks still 
account for only 6 per cent of the 
average French adult's intake, 
against 21 per cent for bottled 
water and 18 per cent for wine, 
according to Canadean, the UK: 
based drinks industry conswl- 
tant 


cy. 
“Coca-Cola took back its brand 
from Pernod Ricard not because 
it was dissatisfied, but because it 
realised France was such an 





Shes unneuncemens uppean os vo matter gf record unly 


£40,000,000 


Management Buy-out 


of 


Inveresk Limited 


Arranged and Negetisted br 


Morgan Grenfell 
Development Capital Limited 


Fyguiy underwritten by 


Morgan Grenfell Capital Partners 


Other Fquity promeders 


County NatWest Ventures Limited 


3i pic 


Prudential Venture Managers Limited 


Senior Debt and Meccanine underwritten by 


Morgan Grenfell & Co. Limited 


Other Mezranine provider 
3i Group plc 


Other Debt providers 


attractive market that it wanted 
to have it all for itself. Pernod 
Ricard was actually doing quite 
well for Coke,” says Mr Massot. 

Pepsi-Cola found it much 
harder to divorce its French part- 
ner, perhaps because it was 
unwise enough to sign a 60-year 
contract with Perrier back in 
1962. 


errier’s strength was that 

Pepsi-Cola could ride on 

the back of its dominance 
in soft drink sales to cafes and 
restaurants. But that has not 
been much use over the past 
decade, when the supermarkets 
have emerged as the big outlet, 
now representing at least 85 per 
cent of French soft drinks sales, 
estimates Mr Haugen. During 
this period, Perrier lost market 
share to BSN mineral water 
brands like Badoit and Evian, 
dragging down Pepsi-Cola with it. 

As a result, Mr Haugen reck- 
ons Pepsi-Cola's share of the 
French cola market has halved 
over the past 10 years to between 
8 per cent and 9 per cent. “We 
should have no problem selling 
Pepsi in France. We could double 
our volumes, even on higher 
prices,” says Mr Haugen. 

For the time being, Pepsi can 
only twiddle its thumbs. It 
wanted to form a joint venture 
with Perrier’s soft drinks divi- 
sion, but the French company 

ecided last July to sell the unit 
to Cadbury Schweppes, the UK 
drinks company. The Paris Com- 
mercial court has acknowledged 
Pepsi-Cola France's request to 
regain control, but suspended 
any judgment until next July. 

In the meantime, Perrier bot- 
tles and markets Pepsi-Cola, 
while Coca-Cola's massive can 
plant and vigorous marketing 
tactics continue both to irritate 
and charm the French. 
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Logic behind a little and large deal 


Andrew Baxter reports on a new phase in thé Scholes/ABB alliance 


23-year-long connection 
between two of the old- 
est - and oddest - 
bedfellows in the European 
electrical equipment industry 
enters a new phase today as 
the wraps are lifted from a sig- 
nificant alliance between 
Scholes Croup of the UK and 

Asea Brown Boveri, the Swiss: 
Swedish engineering group. 

“More than 100 City analysts, 
investors and electrical distri- 
bution executives will sit down 
to lunch at a City livery ball to 
hear how the European Com- 
munity single market reforms 
are reshaping the hitherto 
heavily-protected UK electrical 
installation equipment market. 

The reforms lie behind the 
two companies’ decision to 
strengthen a relationship that 
began in 1968 with a licensing 
agreement, spawned a joint 
venture in 1981 and now pro- 
duces two new UK joint ven- 
ture companies. 

-The two partners could 
hardly be more different. 
Scholes sells 90 per cent of its 
products in the UK, and is best 
known for its Wylex fuse boxes 
and circuit breakers that are 
plugged into half the homes in 
the UK. 

-Asea Brown Boveri is a mul- 
ti-national which leads the 
European market for installa- 
tion equipment - just one of 
60 business areas. Group 
spending on research and 
development alone is $1.4bn 
(£700m), more than ten times 
Scholes’ annual turnover. 

But both Mr Reg Harrington, 
chairman and chief executive 
of Scholes, and Mr Tim Lan- 
ghorn, ABB's business develop- 
ment manager in the UK, 
stress that this “little and 
large" deal has a logic that 
appeals to both companies. 

On paper the agreement 
looks simple enough. One of 
the new companies, ABB 
Wylex Sales, will have respon- 
sibility for the sales of Wylex 
equipment and products from 
the second new venture, ABB 
Wylex Product & Development. 


1 SET = a 





Partners in agreement i (eft) of Scholes 
ers in = 
and Asea Brown Boveri's PEeaeen : 

This Glenrothes-based com- ended June 30. 


Profits are. expected to fal] 
further, to about £5m, this 
year. So today’s launch is a 
welcome tone for the hard- 

n. 

The deal is intended to give 
Scholes protection from the 
shocks of the single market. 
The dramatic changes which 
Mr Harrington predicts for the 
UK market stem from its very 


pany has developed out of the 
original 1981 joint venture 
producing high performance 
miniature circuit breakers, but 
will also offer a range of new 
products supplied by ABB. 
These include protective equip- 
ment, infra-red sensors and 
emergency lighting systems. 

Despite their long associa- 
tion, it has taken Scholes and 
ABB two years to reach the 
point where they could give 
employees and wholesalers full 
details of their extended busi- 
ness links. The avuncular Mr 
Harrington admitted negotia- 
tions had been “very long, very 
involved,” due mainly to the 
crucial importance of protect- 
ing the profit stream from 
Wylex back into Scholes. 

The enforced silence on the 
true significance of the deal for 
the UK industry has been espe- 
cially galling for Scholes. Over 
the past few months Mr Har- 
rington has been the bearer 
only of bad news as the UK 
recession and problems-with 
an Iraqi contract led to 
a 31 per cent fall to £622m in 
pre-tax profits for the year 


each of the main continental 
mark 


‘ets. 

“These are big, powerful 
manufacturers with heavy 
R&D spending and enormous 
market shares — it’s literally 
carved up,” says Mr Harring- 
ton. “We in the UK stand out 
like a sore thumb.” 

With aggressive foreign com- 
panies such as Merlin-Gerin of 
France buying their way into 
the UK market, Mr Harrington 
believes the key to survival for 
Scholes is to hitch its coat to 
ABB's technological wagon. 
Virtually all the miniature cir- 
cuit breaker technology used 
by UK suppliers is imported 


from Europe and, says Mr Har- 
rington, “if you haven't got it, 
you're nowhere.” ‘ 

Another crucial element of 
the deal’ for Scholes is the 
broader access it gains to 

Two Mr Har- 
ogy. years "ago, 
rington visited ABB's faly-are 


plant 

Heidelberg, which produces 
one complete, packaged MCB 
every two seconds. “The tech-. 
nology is -mind-boggling,” says 
Mr Harrington. “I stood there 
and watched, and ray caine 
to the conclusion. if you 
can't beat them you just have 
to join them." 

ABB has a 4.7 per cent stake 
in Scholes, and could easily 
have swallowed the entire com- 
pany with barely a pause for 
breath. But Scholes is more 
valuable to ABB as a 
company with its own tity 
and laboriously- dis- 
tribution network. 

Despite its muscle, ABB has 
hitherto not had the same suc- 
cess in the UK with installa- 
tion equipment as in mainland 
Europe, and Mr Langhorn 
hopes the access to the 1,500 
Wylex outlets will redress the 
balance. That is why the sup- 
port of the UK distribution 
trade, which also faces incur- 
sions from acquisitive Euro- 
pean rivals, is needed for the 
pew joint ventures to prosper. 

The deal does not exclu- 
sively concern the UK market. 
dust as ABB gets a foot in the 
UK standards camp, Scholes 
will be able to offer ABB a 
number of its products for sale 
in Europe. 


drop in the ocean for ABB at 
group level, but still significant 
for its installation material 
business, which had worldwide 
Sales of about £600m last year. 
Mr Harrington, meanwhile, 
foresees annual turnover of 
$5m from the new ABB prod- 
ucts within the next couple of 
Bur t arse eee profits 
to group 
from the end of this year. 





Ferrum and 
Wood venture 


Ferrum Holdings, the 
USM-quoted engineering 
group, and Wood Group Engi- 
neering, the largest oil services 
company in the UK, have 
formed Mech-Tool Wood Group 
to carry out safety improve- 
ments in the North Sea, writes 
Deborah Hargreaves, 


The new company will focus 
2 ee Foacmmendations made 
e Cullen’ o' 
the Piper Alp deste. It 
specialise in building safe 
havens - where employees 
can shelter in an explosion — 
on all offshore installations 
and putting in place measures 
to contain explosions. 
Ferrum expects a pre-tax 
profit of £4m this year, and 
may soon go for a full listing. 


Chancery statement imminent 


By John Authers 

CHANCERY, the financial property loans impaired by 
services group which speci. falling Property values. The 
alises in sponsoring tax shelter © company incl a merchant 
investment under the Business banking arm and _ Is 
Expansion Scheme, is subject to stringent controls on 
to make an announcement debt. 


Advisers and intermediaries 
received numerous calls on 


pan: Friday. Friday night from investors 

"The Stock Exchange stopped worried about the safety of 
trade in the-shares. specu- their money,-and wanting to | - 

-| lation that-Chancery was about ‘know if they should cancel. 


to make a rights issue had 


forced down the price by 6p to Yad- 


ues. 
lowever, Mr Anthony 


36p. garoff, of Best BES Advice, 
Analysts already thought an part of the Allenbridge Group, 
appeal for fresh liquidity was made it clear that investors’ 
ly in the light of interim funds were not endangered in 


results, announced in Decem- 
ber, which showed a pre-tax 
loss of £1.8m. That included 
provisions of £3.5m against 


any way. 

He said: “There will be no 
problem at all with schemes 
sponsored by Chancery, 





CROSS BORDER M&A DEALS 
































BIDDERANVESTOR TARGET SECTOR VALUE COMMENT 
int'l consortium Home Insurance (US) Insurance £470m Trygg-Hansated 
bid completed 
Nokia (Fintand) Technophone (UiK} Cellular 34m Merged company 
telephone the world No 2 
manufacture 
Lac Minerals (Canada) Bond International Gold Gold mining £43m Lac buying 
{US) . outstanding 
: stake 
Asla Pacific Breweries Joint venture Brewing £76m Statagic move 
(Holland/Singapore) APB 
Brierley Investments ne 
(New Zealand) 
Compagnie de Suez Soctete Generale de Holding Company £207m Suez completes 
(France) Belgique (Belgium) La @ buy 
Public Bank (Malaysia) Bancorp (New Zealand) Banking £1.3m Public furthers 
‘ Overseas 
. expansion 
Paliza Group VCH (Germany) Publishing, — we Pallas takes 29 
(Luxembourg) * per cant stake 
Nerdica Sportsystem Kastle {Austria} Ski manufacture wa Further skt 
Quay) equipment 
. rationalisation 
Otis Elevator (US)/ Len Otis Lift (Soviet) Litt na Otls 
Soviet parners manufacture strengthening 
US position 


St Gobain (France) 


Soures. FT Mergers & Acquisitions international 


Oberland Glas (Germany) 


Germans OK 
stake over 50 
per cent 


Glass wa 
packaging 


‘Parsjemontats continued to reassert thomssives in = rather eubdued week for cross-border mergers end actulellions, writes Brian Bolen. The 
Week's desis again Included @ mix of sales forced on Bnancially-troubled companies and porchuses made for viralegic rezsona. 

, Swedish Insurance compeny Trygg-Hansa completed itm firat big step into tie latermational direct inserance nmirket. Five maniv afier ite 
Prothninary bid, the intornations| consortium fed by Trygg-Heess ecquired Home foeurance of Ihe U3, cold by Amtmss Comorsiion because of 


mounileg finsocial probleme. 


‘Benefitteg from another debt-driven aaie, French investment group Compagnie Finsnciere de Suez picked ep the remaining shares held in 
‘Societe Generale do Belgique by Cerus, the holding company of Mr Carlo De Benedetti. Cones officials acknowledged the sale toak place at » 
bergaln price bo reduce Get, and wakd Ike company would now revert to lia former policy of holding large siakes in incustrial companies where 


fons omerl operation! ecaiirat, 


‘The dlememberment of Sie Bond empire contiaues with the offer by Canadian gold producer Luc Minerats for the 25 per cent it dows not 
already hold in Colarado-based fond International Gold. 
, Foreign tavotvemant Ia the UK mobile tielecommunications market Incrassed furter, with the C24m porchese of privetely.cumed Techoophone 
bby Flaiand's Nokia. Thia martiage between Europe's two biggest makers of cofluler telephones foKows a series of UK acquisitioms by Hutchison 


‘Telecom umunications of Hong Kong. 


+ The purobese of Apattiet tht mekor Kestie by Nallan sports group Nordion Sportsyatem marie « further rationalisation of the iroutted old 


‘equipment vector. 


: | By agreeing & take 23 per cout of German scientific publisher VCH, Laxembourg-Eased investment group Paties says it hea provided It wit 
“the meens needed to scquire end intograte compatiite compenies.” 
US-owned Otts Blevator, the work!'s Siggest maker of Otte. la taitng 86 per cent of Lan Oly LRt, a Soviet jolel vesture, wa part of ita strategy $0 
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because ues are made pay- 
able to the (fund raising) com- 
pany itself, and not to the 


Cranbrook 
losses up 


Haldings, and for the year 
ended September 30 1990 its 
loss increased from £489,000 to 
£696,000. 

However, for the first quar- 
ter of the current year the 
group had halted the losses, 
reported Mr Tony Diamond, 
chairman of the USM quoted 
distributor of high 
electronic components and 

. And he hoped the 
year's performance would 
show a “marked improvement” 


over 1989-90. 

Turnover fell 6 per cent to 
£10.5m, while expenses were 
cut by 11 per cent and led to 
operating loss being reduced 36 


rose to 
£336,000 (£191,000) and excep- 
tional costs to £208,000 
(£82,000). 

Losses per share came out at 
6.61p (423p). There is no divi- 
dend, against 0.5p interim only, 
last time. 


Arthur Lee warns 


Mr Peter Lee, chairman of 
Arthur Lee & Sons, warned 
shareholders at the annual 
ineeting that the results for the 
opening half year would fall 
well short of last time's 


economies already 
he looked for benefits from 
oe 


Fairway (London) 
Fairway (London), supplier of 


£8.36m (£5.85m) while gross 
profit advanced 56 per cent to 


i 


Cukurova © 
deal with 
B&C bank 
held up 


By John Murray Brown in 
Ankara and Richard : 
Waters in London 


THE PLANNED sale af British 
& Commonwealth Merchant 


of Interbank, one of four 
Caukarova banking subsid- 
jartes, said over the wi 


The book value of its princi- 
ple equity holding in Tops 
Estates fell by 14.5 per cent but 
the Midlands, nocth of England 
the , north of England 
and Scotland showed advances. 

Net revenue for the year 
increased to £102,328 (£93,855) 


earnings 
(1.42p). Directors are proposing 
a single final payment of 1.364p 
(1212p). 


N American Gas 
North American Gas Invest- 
ment Trust had a net asset 
value of 65.02p per share at 
January 31 compared with 
90.7p a year earlier. 

Net revenue for the half year 
to January fell to £353,000 
(£521,000) for earnings per 
share of tp (1.48p). ; 

The interim dividend is held 
e. 1125p but Mr oa 

chairman, warned in 
the absence of a considerable 
improvement in natural gas 
prices and in the value of the 


would be maintained. 
‘Tax took £189,000 (£273,000). 


Anglo & Overseas 
Net asset value at Anglo & 
Overseas Trust 


dend is a recommended 4.4p 
(4p) to make 6.35p (5.6p) for the 


year. 
Post-tax profits for 1990 
amounted to £7.66m (£834m). 


Earnings per share slipped to 
6.64p (7.27p). 


By David Geodhart in Bonn 


THE SUPERVISORY board of 
Boesch, the German steel and 
engineering group, has failed 
to reach agreement on who 
should succeed Mr Detlev 
Rohwedder, the former chief 
i loesch, who has 


Such, a disagreement is 
almost unheard of in large 
German companies and has 


caused the company severe , 


executive from outside the 


Mr Guenter Flohr, Hoesch 
sales director, had been the 
favoured candidate of Mr 
Herbert Zapp, the supervisory 
board chairman, and the 
representatives of the 
workforce who hold 10 out of 


Leadership disp 
embarrassment at 





# . ce 
Detley Rohwedder: former 
chief executive of Hoesch 


the 21 seats on the board. 
However, he was by 
many shareholder 


representatives who PB! 
Mr Hero Brahms, the finance 





ute causes” 





Amax to acquire Cannelton 


By Kenneth Gooding, Mining Correspondent 


Cannelton is owned by 
Algoma Steel, a subsidiary of 
Dofasco, a group based in Ham- 
ilton, Ontario. As part of the 
deal, Amax will sign a nine- 
year agreement to supply met- 
allurgical coal to Algoma from 
Cannelton 


Amax sold 46 tons of coal 
last year. Cannelton has 138m 
tons of economically recover- 
able reserves, 80 per cent of 


which are low-sulphur types. 


reported ‘record net earnings of 
A$63.86m (US$50.2m) or 10.3 
cents a share on revenue of 
A$484.19m for 1990. This was a 
168 per cent jump from 1989 
earnings of A$24.27m or 3.9 
cents a share, on revenues of 


The company said the 
improvement was due to 
the start of operations 
at the Granny Smith and 
Porgera mines during 1990, 
a full year of operations at 
Misima and improved gold out- 


necessary. 
A$i5m net in July 


sum of Agigm net was | 


Gold production attributable 
to Placer last year was 687,936 
troy ounces, up from 322,044 
ounces In 1989. Average cash 


aad sales of gol : 
two years included 810,200 
ounces at US$480 an ounce and 
82,000 ounces at AS641 an 
ounce. 





Allied bid left to discretion of holders 


By Philip Gawith in Johannesburg 


THE DIRECTORS of the Allied 
group, the South African build- 
ing society at the centre of 
competing bids which will 
determine the formation of the 
country's largest banking 
ith id, i 
instead to their hareholdecs? 
discretion. 
Mr Norman Alborough, 
chairman of Allied, said on 


Saturday the board had found 
it difficult to make a single 


recommendation because of . | 
‘the two very different types of. ~ 


shareholders with different 
needs. 


Ninety-four per ‘cent of 
Allied’s 47,000 sharéholders 
hold only 25 per cent 
of tbe total issued shares. 
The remaii 6 per cent of 
shareholders hold the remain- 


ing 75 per cent of shares. 

In terms of negotiations to 
form the new Amalgamated 
Banks of South Africa (Absa), 
Allied would merge with UBS, 
Volkskas and Sage 
Services. The other offer comes 
from First National Bank 
(FNB), currently the country’ 


second = 
is to lead to the 


cents during the past 
Allied's directors said the 


terms of the share consider- 
ation offered by Absa and FNB 
were “not materially differ- 


ent”, 

They said they were “not in 
@ position to comment on the 
future growth prospects of the 
two groups relative to each 


This was because they 
had little of what plans 
FNB had for the group com- 

with Absa where they 

id been involved in four 


__ months of 


13. 

In a week of furious trading, 
33m of Allied's 295m issued 
shares hands. 

Mr Kevin de Villiers, the 
controversial managing direc- 
Soh le san tts 

= y 
Allied shares, bought at an 
average of about R1.30. 





Vard profits tumble on 
losses and write-offs 


By Karen Fossli in Osto , 


VARD, the Norwegian 
shipping and group, 
announced that pre-tax profits, 
before i items, in 
1990 had plunged by more than 
half to NKr205m ($35.9m) from 
N&Kr478m, because of losses. 


and write-offs in shipping | 


holding company, 
write-off NKr30m on invest- 
ments in shareholdings. In 1989 
Vard A/S experienced a 
i shares and is 


experience 
a similar result. Vard A/S saw 
last year’s losses more than 
double to Nkri27m from 
NKr4ém in 1989. 
Kloster Cruise, the passenger 
cruise operation, suffered a 
Nkr7sm decline in profits to 


N&Kr2z3m. 

Vard said that although 
Kloster Cruise even in 
the fourth quarter, Royal 


Viking Sun, a cruise line, had 
incurred losses due to the Gulf 
conflict. In addition, a fall in 
the value of the US dollar 
against the krone decreased 


senger 
another ferry operation 
acquired in June, achieved 
profits of NKr25m, in tine with 
Capea Hone . Vard said that an 
in passenger capaci 
is planned for 1991. = 
Finanshuset, a finance oper- 
ation, fell into a NKri5m loss 
from a NKrl68m profit a year 
earlier. Vard said that 
although a NKri09m operating 
profit was experienced, 
extraordinary write-offs of 
pea a made necessary 
y a in the stock mar! 
and in ship values. _ 





Nedlloyd to discuss strategy 


By Ronaid van de Krol in Amsterdam 


NEDLLOYD, the and 
energy group based in 
Rotterdam, will convene an 
extraordinary meeting at the 
request of several 
shareholders, including the 
Norwegian investor Mr 
Torstein Hagen, to discuss the 
group's strategy. 

Mr Hagen, who controls 23 
per cent of Nediloyd’s share 
capital and claims support 
from a further 22 per cent 


of shareholders, has been 


urging Nedlloyd to shed 
uon-core activities in 
order to concentrate on liner 


transport. 
Nedlloyd met Mr Hagen in 
late January to discuss his 
plans for restructuring the 
ae which fell into the red 


Few details of the Ha; 
plan have been divulged. . 
Among the other subjects 
likely to be raised at the 
are the reasons behind 
the recent departures of two 
senior Nediloyd officials, Mr 
Rob Lenterman, the company’s 
deputy chairman, and Mr Theo 
Oostinjen, director of the 
group's shipping lines. 





St Lawrence diversifies 


By Robert Gibbens in Montreal 


ST LAWRENCE Cement, 
eastern Canada’s largest 
cement producer and owned by 
the Swiss Holderbank group, 
plans to move directly into 
waste it. 


management! 
St Lawrence will buy 12.4 
per cent of Lincoln Waste Man- 
agement, of Hamilton, for 


about C$25m (US$2i.7m) and 
has an option to raise the hoid- 
ing to 22 per cent. 

Lincoln supplies recycled 
material for St Lawrence's 
cement plant near Toronto. St 
Lawrence is a leader in the uge 
of waste materials to fire 
cement kilns. 


Asatsu rises as 
strong economy 


improves sales 


By Robert Thomson 
in Tokyo 


ASATSU, the Japanese 
advertising agency, has 
reported a 44 per cent increase 
prodit for the year tw the ead 

lor to the end 
of December, 

However, it suffered a 
Y3.54bn appraisal loss on 
securities holdings that 
pushed after-tax profit down 
21 per cent to ¥1.7bn. 

The company said that sales 
rose 17.8 per cent to Y132.4bn, 
as a strong Japanese 
stimulated advertising growth, 
but the stock market pinnge 
last year hart the . 
with the value of 


increase in pre-tax profit to 
Y7bn on sales of Y148bn, 
though after-tax t profit is 

more double 
to Y3.5bn. 


Meiji Seika 
takes stake in 
drug group 

By Clive Cookson 

MEIJI Seika, the Japanese 
contostioners soap, wd 


acquired a 60 per cent stake in 
of Spain for 
amount, 





Beecham 
Pta2bn ($21.8m). 
Although Japanese drug 


Companies are now 
actively into Europe, Mei 
See oe 

















INTERNATIONAL CAPITAL MARKETS 

















‘SHOULD Saudi Arabia be 
paying the same for its money 
. as. the. European companies 
Bans faPRing._, international 


A $3.5bn three-year financ- 
g ® ing for the Saudi government 
~ completed by JP Morgan in 
’ New York before many banks" 
syndicated loan departments 
~ had even heard about the deal 
— carried a of % per- 
5 gentage point over interbank 


aor same bank, together 
“Iwith Deutsche Bank. i is arene: 
: ” ing. a DM500m five-year revolv- 
- ing credit for Continental, the 
German tyre group in a battle 
to prevent a takeover from Ital- 
ian rival Pirelli. If fully used, 
" all-in returns for the Continen- 
tal deal just about. match the 
Saudi loan, for which there are 
ne front-end fees. 
, Meanwhile, S-E Banken is 
inviting international banks 
into a $ibn three-year financ- 
ing for the- Stora Group - 
extendable to five years at the 
borrowers’ option. The margin 
% is 50 basis points (4. percent- 
3” age point) for three years and 
- 55 basis points for the remain- 
ing two. 
Both corporate deals, in par- 
teular that for Continental, 
are viewed by bankers as tight: 


top rank of European corporate 
credits. Given the 100 per cent 
risk weighting applied to cor- 
porate borrowers under the 
Basle rules. banks wil have to 
set aside capital equivalent to 8 
“per cent of the amount lent, 
and 4 per cent on amounts 
‘committed but not lent. 

‘By contrast, the government 
of Saudi Arabia is the only one 
outside the Organisation for 
Economic Co-operation and 
Development treated as an 


i+. EUROMARKET 
TURNOVER ($m) 
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ICATED LENDING 


Saudi loan margin 
-provides good return 


neither is regarded as in the - 


OECD government for bank 
capital purposes. As a result, 
banks are not required to set 
aside any capital for their 
Joans to it. The margin on the 
Saudi loan, which includes an 
acknowledged war premium 
and a financial incentive to 
encourage banks to come up 
with a large sum at a difficult 
time in the banking market, 
thus provides banks with a 
more attractive return than 
the European companies. 

The Continental deal is said 
Not to be linked to the Pirelli 
battle, but will help it to digest 
recent acquisitions and capital 
expenditures. The return is 

made up of a facility fee — 
paid whether or not the loan is 
drawn ~ of #4 per cent and an’ 
interest margin of the same 
level. Returns are increased by 
front-end fees, which range 
down from % per cent for a 
DM35m commitment, and util- 
isation fees. If more than one 
third drawn, an extra 5 basis 
points is payable: if more than 
two-thirds drawn an extra 10 
basis points. 

The financing is expected to 
be well used, but returns are 
skimpy by today’s standards, 
particularly on the undrawn 
amounts. However, the scar- 
city of German corporate cred- 
its in the banking market will 
probably see it through. 

Elsewhere, mandates are 
said to have been awarded for 
fund raisings by the two soon- 
to-be privatised Scottish elec- 
tricity companies, Scottish 
Power and Scottish Hydro. 
Both mandates appear to have 
gone to company advisers: 
Samuel Montagu in the case of 
Scottish Power and Royal 
Bank of Scotland/Charterhouse 
for Scottish Hydro. Final sums 
to be raised from banks depend 
on government decisions and 
have not been settled: Scottish 
Power will be the larger — per- 
haps £250m to £350m. 

The £1.3bn financing for Inn- 
trepreneur, the holding com- 
pany in the pubs-for-breweries 
swap sby Grand Metro- 
politan and Elders IXL, has yet 
to be fully underwritten amid a 
mixed market reaction. The 
interest margin on the transac- 
tion provides an interesting 
comparison with last year 
when the deal was first mooted 
at £1.8bn. The margin now is 
1% per cent; then it was ‘. 


Stephen Fidler 


INTERNATIONAL BONDS 


Deepening recession may pave way for a bull market 


THE WORSE the recession 
becomes, the more voices can 
be heard declaring a bull mar- 
ket for bonds. Rising unem- 
ployment, falling output and 
stagnating growth are 
regarded as “bond-positive” 
economic trends by market 
analysts. 

The bull market argument is 
predicated on the simple fact 
that, as every economics 
undergraduate knows, bond 
prices will rise as interest rates 
come down. 

__ There are hopes the last rise 
in German interest rates on 
January 31 will mark the high- 
point of global interest rates. 
In the face of deepening reces- 
sion, rates are already falling 
in the US and UK and Japa- 
nese rates may soon follow. 
Even the rigorous Bundesbank 
may be in a position to ease 
monetary conditions in the sec- 


ond half of the year. 

A settlement in the Gulf, it is 
argued, will remove a further 
element of uncertainty from 
the markets, causing investors 
to focus on these economic fun- 
damentals. 


Proponents of the bul] mar- 

ket theory also point out that 
institutional investors built up 
substantial holdings of cash 
during 1990. But cash holdings 
will be reduced as interest 
rates come down and the bond 
markets should benefit. 

New issue activity in the 
international bond market has 
shown definite signs of recov- 
ery this month Yet it remains 
unclear whether the upturn 
will be lasting, or a temporary 
respite in a steady decline. 
Both the demand and the sup- 
ply side of the international 
market equation remain open 
to disruptions. 


As a primary forum for 
cross-border investment flows, 
the international bond market 


tal 
this case, the credibility of 
monetary co-operation between 
the industrialised countries 
could be central to maintaining 
international capital market 
Hows. 

However, optimists argue 
that exchange rate volatility 


look to out-perform their 
domestic markets by making 


currency gains. 
The recent flood of new bond 
issues in the Eurodollar sector 


demonstrates that exchange 
rate movements can actually 
stimulate demand. Investors 
have seen the weakness of the 
dollar as providing a clear 
buying oppo: 

On the pa Ye, the list 
of issuers with access to the 
international market is shrink- 
ing as corporate borrowers are 
priced out of the market. 

Investors are increasingly 
fearful of declining credit qual- 
ity in the corporate sector and 
the market is dominated by 
sovereign and supranational 
borrowers. 

To some extent the preva- 
lence of supranational borrow- 
ers is misleading. The suprana- 
tionals are often inter- 
mediating credit for companies 
which cannot issue bonds. 


NEW INTERNATIONAL BOND ISSUES 


Some of the newly privatised 
UK water companies, for exam- 
ple, have already borrowed 
from the European Investment 
Bank this year. The EIB has a 
funding requirement of 
Ecul2bn this year, about 
Eculbn higher than in 1990. 
Syndicate managers report 
that other supranational bor- 
rowers also have increased 
funding requirements this 
year. Yet increased funding 
from sovereign and suprana- 
tional borrowers may not make 
up for the loss of business from 
corporate borrowers, who are 
turning to domestic markets 

For example, there has been 
a flurry of deals in the US 
domestic bond market from 
industrial companies which 
were once visitors to 
the international market. IBM, 
Exxon and Shell all raised 


funds at rates which could not 
be achieved in the interna- 
tional market. High-quality 
corporate borrowers with 
major funding needs can still 
tap pockets of demand in the 
international market to 
achieve acceptable rates. . 

But the arbitrage opportuni- 
tles on which such corporate 
issues depend are increasingly’ 
rare, Indeed, substantial bench- 
mark issues serve only to set. 
benchmark yields at unattaina- 
ble levels and can eliminate” 
arbitrage opportunities for cor- 
porate borrowers. 

Despite these factors, syndi- 
cate managers remain optimis-" 
tic about the year ahead. Most 
predict a big increase in new 
issue activity. But following a. 
rather dour 12 months, no one, 
is celebrating yet. 


Simon London 




















Amount Av. life Coupon Book runner Otier yield 

Borrowers. = Maturity yearn Se Price er a9 
US DOLLARS 
International Fin.Corp® 300 1998 7 ay 99.84 Deutsche Bk Cap.Mkts. 8.281 
Familymart Co.4 200 1995 4 dlp 100 = Nomura Int 4.500 
American Brands inc.{eS¢@ 150 2001 10 Ty 100 Morgan Stanley Int. 7.625 
Autobacs Seven Co.> 100 1995 4 ay 100 int. 4.500 
Sanyo Electric Atwy. 80 1995 4 4% 100. Yamaichi int. 4875 
MTKB Fin.Cayman Ltd(lj@ 800 2001 10 85 101.70 Mitsu: Faiyo Kobe Int. 8.387 
Exp.imp.Bk Japan® 20 2001 10 833 92.52 Nomura Int 8.448 
Keihan Etec.Alwy(hi#@ 150 1995 4 4h 100 “Nikko Secs. 4.500 
Tokyu Store Chain(j#@ 100 1995 4 4g 100) Nomura Int 4.500 
Mitsubishi Oil (UK}@ 50 1995 4ly Bi, 101% = Mitsubishi Finance 7.597 
STERLING 
Deutsche Bk Fin.NVIN® 250 2001 10 zero {c) Deutsche 8k Cap.Mkts. 10.604 
SBC Fin.(Cayman Is.\ig)@ 2001 10 zero ( 10.589 
EIB(i)@ 8612 1997 6 10 ()} NatWest Cap.Mkts. 10.883 
BAA pic{s)@ 150 2016 15 11% 102.953 11,657 
Credit Local de France@ 100 2001 w zero 3.24 BZW 10.683 
Leeds Perm.Bidg.Soc.(}@ 100 1996 5 Mly w UBS Phillips & Drew 11.665 
CANADIAN DOLLARS 
Hydro Quebec@® 300 2001 10 1053 101.04 Merrill Lynch Int. 10.453 
KFW Int.Finance@ 200 2001 10 10 9943 IBY Int. 10.093 
G 125 1997 6 10%y 101.35 Wood Gundy Inc. 9.817 
AUSTRALIAN DOLLARS 
Cr.Local de France@ 200 1998 te zero Hambros Bank 11.732 
NatWest Australla@ 100 1994 3 12% ior NatWest Cap.Mits. 11.476 
ECus 
Central International(a}§ 70 1996 5 104, 100 Merrill Lynch Int. 10.513 
SNCF® 300 2007 10 93 101.525 Paribas Capital Mkts. 9.136 
Swedish Export Credi@ 20 1994 3 9% 1 CSFB 8.783 
Finnish Export Credit@ 150 1984 3 9% 101 Nomura Int. 8.783 
IBM IntFin.NV@ 150 1994 3 oh 101.30 Paribas Capital Mkts. 8.739 
United Kingdom(u}@ 2.5bn 2001 10 9, 100 = Morgan Stanley Int. 9.125 
FRENCH FRANCS 
Credit National® 1.56n 1996 5 955 101.325 Paribas Capital Mkts. 9.282 
C.NaLde Gr.Agricole(m) ibn 1996 5 9% {m) Credit Agricole 9.829 
D-MARKS i 
Hoxan Corp(d 60 1995 4 Sly 100 Yamaichi IntGmbH 5.125 
World Bankin} 200 2001 10 ae 400 8.500 

Seven Co.¢ 50 1985 4 4 100 Daiwa Europe GmbH 4875 


U.S.$2,000,000,000 


Merrill Lytich International Limited 


“N omura International 


eae Nazionale del Lavoro. 


~ Daiwa ‘Europe Limited | ihc c 
: Istituto: Bancario San Paolo di "Tishaa 

|. J.P. Morgan Securities Ltd. . 
Paribas Capital. Markets.Group _ 
' UBS Phillips: & Drew Securities Limited 


These securities have not been registered under the Securities Act of 1933 and may not be offered or sold in the United States of 
43 America, absent registration or an applicable exemption from the registration requirements. 
These securities having been sold, this announcement appears as a matter of record only. 
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Amount Av. life Coupon Book runner Otter yield | 
Borrowers m. Maturity years % Price % 
Japan Leasing Corpivjtat® 75 1996 5 (vw) 100 WestLB -! 
SWISS FRANCS 
Nippei Toyama Corpic}*et@ 90 1996 - 5 100 Nomura Bank (Switz} 5.000 
SNCF(h)@ 130 2008 oy Ww2 = Credit Suisse 6.537 ° 
IBM IntFinancex*@ 150 1994 Th 102 Credit Suisse 8.372. 
Tele._M. Ericssonkx@ 75 1994 - 73, 10153 Credit Suisse 6.579 
Province of Quebec® 200 2001 - Ss 10142 UBS 6.541 
Republic of Austna(o)@ 150 2001 oy 101% UBS 6.452. 
Republic of Austna(p)@ 150 2006 . 6% 102. «UBS 6.537 
Bque.Natde Parist*@® 100 1994 : Th 102» SG Warburg Soditic SA 6.495 
Nordic investment Bkik@ 50 1994 - Thy 1013, SG Warburg Soditic SA 6.465 - 
Pokka Com(ayrat® 80 1998 - 44 100 Credit Suisse 4.750 
Jindo Corpir}xi@® 2 1996 . 6 100 «SBC 6.000 , 
Mitsui Toatsu Chem.x*@ 100 1996 - 75g 100% SBC 7.563 
Union Bk of Finland® 100 1996 - 7 1011) Credit Suisse 6.638 
GUILDERS ' 
Bank Mees & Hope NV® 150 2001 10 g 100.80 Bank Mees & Hope NV 8.876. 
Ned.Waterschapsbk.(w)@ 150 2001 10 ay 100.65 ABN Amro 8.526 
PESETAS 
World Bank® 15on 1996 5 135, 10153 Banco Bilbao Vizcaya 13.181 
BELGIAN FRANCS 
EIBi(b}@ 7bn 1999 8 oy 101.05 Generale Bank NV 9.080 
YEN 3 
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UK GILTS 


Further reductions in rates forecast 


THE great gilts market rally 
continued last week. Little 
stood in the way of the rise in 
prices at both short and long 
ends of the yield curve, so con- 
tinuing the upward movement 
in the market that started last 
summer, 

While a raft of data 
further indications 
depth of the UK recession and 
an easing in retail price infla- 
tion, the market was helped by 
last Wednesday's half a per- 
centage point cut in base rates, 
bringing these to 13% per cent. 

The long-awaited easing in 
borrowing conditions came 
amid general expectations that 
more cuts were likely later in 
the year. Furthermore, it was 
sufficiently cautious as to have 
only a minimal 
ling’s position in the European 
exchange rate mechanism, 
doing little to shake the faith 
of overseas Investors in buying 
sterling denominated securi- 
ties. 


The forward-looking stance 
of the gilts market was under- 
lined by price movements over 
the week. Long duration gilts 
maturing after 2000 generally 
perform better than short gilts, 
illustrating the market's view 
that longer term trends are 
pointing towards significantly 


rovided 
t the 


mark 9 per cent Treasury bond 
maturing in 2008 put on one 
point, being quoted on Friday 
night at 94% to yield 9.67 per 
cent. 

However, the shorter dated 
10 per cent Treasury stock, 
maturing in 1994, managed a 
price rise over the week of less 
than half a point. This bond 





BELGIAN BONDS 


Belgium poised to launch Eculbn issue 


BELGIUM is planning to 
jaunch an Ecuwibn issue of five- 
year bonds this week, follow- 
ing the UK's Ecu2.5bn gilt 
issue last Wednesday. 
Belgium's last fixed-rate Ecu 
transaction was an Eculé0m 
cffering launched in January 
1989. 
An official at the Belgian 
said a final decision 
was delayed on Friday, due to 
the uncertainty generated by 
Iraq’s conditional offer to with- 
draw from Kuwait. A decision 
is likely to be taken tomorrow. 


The bidding competition 
between banks hoping to 








closed on Friday at 99%, with a 
yield of 10.19 per cent. 


assessing the rate at which the 
government will be able to 
reduce rates further later in 
the year, in an effort to restore 
economic growth and - by 
implication © ift its chances 


winning next election. 

One complication is that 
three tynes of inflation are 
driving changes in the econ- 
omy. 
e Erices of manufactured 
goods at the factory gate 
appear to be showing unex: 


pected resilience. 

Monday indicated a 1.2 per 
cent rise in these prices in Jan- 
wary compared with : 


@ Wage inflation appears still 
to be a problem for the govern- 
ment. With Thursday's figures 
showing a jump in unemploy- 
ment to 19m came news that 
the underlying increase in 
average earnings across ihe 
economy was 9.75 per cent in 
December, unchanged for the 
bets suocameye month. Falling 
productivity and rising wages 
pushed unit wage cost growth 
in the 12 months to December 
to 12.5 per cent — the highest 


for 10 years. 
@ Finally, retail price inflation 
fell in January the third 


successive month, viding 
clear evidence that Britain's 
two-year battle to cap price 
rises at the consumer level 
looks like succeeding. The 
annual inflation rate for Janu- 
ary was 9 per cent, compared 
with 9.3 per cent in December. 

Disentangling the effects of 
these three types of inflation — 


England surprised interna- 
tional bankers by assigning the 
deal to Morgan Stanley, the US 
investment bank, which has no 
record in underwriti large 
Eee traleer dene 


are currently “comparable”. 
The Belgians have been 





a 
UK gilts yields 
Restated at par (%) 
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10.0 
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Source: Warburg Securities 


and assessing their influences 
on the economy and on future 


expectations — is not easy. 
The factory gate inflation 
may be a 


customers 
or consumers only after the 
items in question have worked 
their way through a distribu- 
tion chain, which provides 
plenty of room for any extra 
costs to be shared out by a 
number of groups such as 


problems. With a devaluation 


reviewing the market since the 
start of the year. The 
originally wanted to raise 
seven or 10-year funds, but 
tually decided to tap the 


Bel 
to “set its own terms” at five 
years, one banker said. The 
bonds would probably be 
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US MONEY AND CREDIT: 


Recession factors continue 
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economists a5 
Dillow, of Nomura — start to 5 
" Money supply: In the wesk ended February 11, Ml rose by $3.9bn to $833.50n 


expand consumer spending 
begin a new inflationary 


new forces that stop the | domestic 
decline continuing,” is how 
Mr Dillow describes this 


message across, then many 
analysts have little trouble | mony at the Humphre 


B 


per 
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ATOP Ancon Hill, a large 
Panamanian flag flutters in the 
incessant breeze. From this 
strategic location overlooking 
the Pacific entrance to the Pan- 
ama Canal, US troops opened 
fire on the headquarters of 
General Manuel Antonio 
Noriega on the night of Decem- 
ber 20, 1989, 

__ Within days, the US had sub- 
jogated the upstart nationalist 
leader whose corrupt regime 
had become a thorn in the side 
of two successive US adminis- 
trations. - 

Just over a year later, as US 
soldiers embark upon a far big- 
ger battle in the Gulf, 

_ difficult strategic decisions 
‘¥onfront Panama's new lead- 


‘knit coalition of centre 





wing parties. They must chart 
a new course for Panama, 


which is an entrepot 
some of the world’s main ship- 
ping lanes. 


One. decision concerns the 


in Panama..Under the..1977 
Carter-Torrijos- Treaty, these 
must all be turned over to Pan- 
ama by .1999 unless mutually 
otherwise. — 


‘According to Mr Deane Hin- 








4 Sa. Bes et, 


“ers, who are.drawn from a- 
Joose-kni 


right and traditional right- . 
future of the-US military bases - 


ton, one of the US State. 


The Canal; Trade zone; 
US assistance; statistics 


Full operational 
control of the 

_ Strategic Panama 
Canal is due to pass 
S into Panamanian 
hands in 1999. This will seriously 
test Panama's relationship with the 
US, which overthrew the corrupt 
regime of General Noriega 14 
months. ago. Tim Coone reports 


A decisive 
decade 


Department's most senior dip- 
lomats and presently the US 
ambassador to Panama, “there 
is no present intention on the 
part of the US to keep the 
bases”. The Gulf War could 
change perceptions, though. 

President Guillermo Endara 
has said that he is not pre 
pared to discuss the strategic 
issues of the Canal or the bases 
during his administration 
which ends in 1994. Such geos- 
trategic considerations, he 
Says, are now of less concern 
than the immediate task of 
how to put Panama's house 
back in order. Two years of US 
sanctions prior to the invasion, 
followed by war damage and 
looting has set back Panama's 
economy by 16 years in terms 
of per capita income. 

The $4.2bn foreign debt bur- 
den, of which $2.7bn is in 
arrears, is holding up new 
flows of credit. A comprehen- 
sive rescheduling package. 
including the commercial 
banks, may take most'of 1991 
to complete. Recovery is prov- 
ing to be a painfully slow pro- 
cess, frustrating many of the 
hopes and expectations created 
by General Noriega's demise. 

fany Panamanians feel that 
US economic aid of $420m has 
been inadequate. Mr Hinton 
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With Panama preparing for full operational control of its vital waterway in 1999, a guard at the Miraflores Locks llalses with a vessel in transit 


disagreed: “I feel US aid to 
Panama has been extremely 
generous." There had been 
more appropriations since the 
invasion than in the entire 
period since World War Two. 

The Panamanians’ strength 
has been to declare “business- 
as-usual” despite the difficul- 
ties. Trade is again booming, 
largely fuelled 
credit. The Colon Free Trade 
Zone, the second biggest in the 
world after Hong Kong, had a 
record year in 1990. Turnover 
was $6bn. ‘ 

The Panamanians' weak- 
ness, though, has been a politi- 
cal one in that as long as busi- 
ness was good, as it was during 
the 1960s, 1970s and most of the 
1980s, they were content to go 


or 












Cyprus: 
oo _ Read what those who use 
the Cyprus Flag have to say. 


y suppliers’ . 


with the government or mili- 
tary leader of the day. Corrup- 
tion was a fact of life before 
General Noriega, and still is. 
According to a foreign 
banker in Panama, “they 
caught Ali Baba, but not the 40 
thieves”. However, most busi- 
nessmen, bankers and diplo- 
mats agree that the new gov- 
ernment is working hard to 
clean up Panama's image. New 
restrictions introduced last 
May now oblige bankers to 
report all cash movements 
greater than $10,000 to the 
authorities. Specific investiga- 
tions into narcotics-related 
crime can result in the freezing 
and investigation of accounts. 
But the Panamanians have 
baulked at US efforts to go fur- 


eria, Panama 





. “Being a Cypriot myself, one might 
. ‘think | was sentimental in choosing the 
Cyprus Flag. | did not manage to build 
the largest private fleet in the world by 
being sentimental. ‘| chose Cyprus be- 

+. gause it- provides a genuine flag - with. 


~ ."~ more -than’ 70% of Cypriot ships either 


owned by Cypriots -or managed from 
Cyprus - very low charges and extremely 
efficient government and private servic- 
es." - 

.Loukas Maajioannou 

-Chairman ; 


TROODDOS 


ther in lifting their banking 
secrecy laws. Negotiations are 
deadlocked over a Mutual 
Legal Assistance Treaty 
{MLAT) which the US wants to 
embrace US tax evasion inves- 
tigations. Panama's banking 
community has dug in its 
heels. 


“We welcome an MLAT but 
not one which disadvantages 
us relative to other offshore 
centres”, said Mr Edgardo 
Lasso, president of Panama's 
Banking Associati 


on, 

Meanwhile there is a grow- 
ing recognition that Panama 
cannot live solely from ser- 
vices and its offshore financial 
activities. More than 30,000 
new jobs a year are needed just 
to keep pace with new entrants 


# PANAMA INTERNATIONAL BA 
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to the labour market. Unem- 
ployment is widely estimated 
at 25 per cent of the 850,00 
workforce. if the US bases are 
closed after 1999, the economy 
will lose income estimated at 
$200m a year. 

Meanwhile, ship transits 
through the Canal are drop- 
ping and use of the trans-isth- 
mus oil pipeline is falling 
sharply because of the chang- 
ing trade patterns of recent 
years. Both have been impor- 
tant revenue earners for the 
central government. 

Mr Billy Ford, the planning 
minister, said: “the bottom line 
is that we must open up the 
market and look outwards”. He 
said that a privatisation pro- 
gramme, an overhaul of the 
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‘BANCO NACIONAL DE PANAMA 


(CAJA DE AHORROS 


GENERAL LICENSE: 


ALGEMENE BANK NEDERLAND. NV 


social security system and a 
reduction of tariff barriers 
would be in a new package of 
legislation. 

Regulations have recently 
been approved for the creation 
of maqguilia industrial zones 
{for in-bond assembly of semi- 
finished foreign goods). Far 
Eastern investors are said to 
be interested in them. A proj- 
ect known as Centreport, 
which will create a modern 
container port at either end of 
the Canal linked by a highs- 
peed railway and highway, is 
to be offered to private inves- 
tors. Debt-swap or buy-back 
schemes are under consider- 
ation as means to help finance 
these projects. 

Mr Ford's ambitious plans 
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face formidable political hur- 
dies, though. Reduction of tar- 
iff barriers threatens vested 
interests in existing agricul- 
tural and industrial enter- 
prises. Privatisation is being 
resisted hy the trade unions. 

Meanwhile proposed reduc- 
tions in state pension benefits 
and the lifting of employment 
protection laws are political 
minefields. 

By-elections at the end of 
January produced a sizeable 
swing to the left-wing and 
nationalist opposition prompt- 
ing a Christian Democrat 
leader in the government to 
say that “fighting unemploy- 
ment must now be a top gov- 
ernment priority”. 

According to Mr Fernando 

redo, an eminence grise in 
the Panamanian business com- 
munity and former deputy 
administrator of the Canal, 
“we cannot simultaneously 
repay the debt bill and invest 
for growth with the limited 
resources the government now 
commands.” 

He and other economists 
waro that sharp structural 
adjustments coming on the 
heels of the severest recession 
in Panama's history could 
prove disastrous. 

It is a view shared by Mr 
Ricardo Arias, the first vice 
president and interior minister, 
who heads the Christian Demo- 
erat party. His strong party 
links to Europe and Latin 
America also contrast with his 
main coalition partners, Mr 
Ford and President Endara, 
who incline more towards the 

“We need a solid base of rela- 
tions with the US but we also 
have to integrate with central 
America and Latin America 
and open our doors to the east 
and the European Communi- 
ty....Jt concerns me deeply that 
we do not have better relations 
with the Mexicans,” Mr Arias 
said. 

4A testy President Endara 
recently insulted the Latin 
American diplomatic commu- 
nity which has been pressing 
him to grant safeconducts to 
former Noriega associates who 
sought asylum in several Latin 
American embassies in Pan- 
ama during the invasion. 

“I will not sell Panama's dig- 
nity for a few drops of oil,” he 
fumed. Like the Ancon flag, 
Panamanian pride can be 
prone to bluster. 
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. Troodos Shipping - 


“Moving our head offices to Cyprus was 
one of the most effective strategic deci- 
sions we ever took. This flag is support- 
ed by solid infrastructure, good telecom- 
munications, favourable shipping 
legislation and a democratically elected 
government offering political stability.” 










-. COLUMBIA 


“We chose Cyprus as our Group's corpo- 
rate headquarters for its geographical po- 

‘sition, good commercial and shipping 
inirastructure, the high level of legal and 
accounting services, and because nisa 
respectable. country to live in.” 


Jan Gustav Stenhagen ~~ 
- Chairman - — : 
Seatenkers Management Co Ltd. 





Heinrich Schoeller 


Chairman 


- Columbia Shipmanagement Ltd. 





Cyprus: more than just a Flag. 
. : For information please contact : 


Department of Merchant Shipping 
42 Ayias Phylaxeos Street, P 0 Box 6193. Limassol, Cyprus 
Tel: + 357 5 330320, -Tix: 2004 MERSHIP CY, Fax. + 357 5 330264 


-'° Central Bank of Cyprus 
36 Metochiou Street, P O Box 5529, Nicosia, Cyprus 
Tel: + 357.2 445281, Tia: 2424 CENTRAL CY. Fax: + 357 2 472012 
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outside a brand new shopfront 
in the ritzy Via Espana shop- 


$28.9bn to $3.6bn, 
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American Development Bank 
(ADB) cannot be honoured by 
dune, Funds have been prom- 
ised by Japan, Europe and the 


by most of Panama's business comma- will only extend to-drugmoney lau 
fe , legislation passed last 
+ yont hag crented hopes that leasing will 


















ing mal! of Panama City. US, including a loan pre-crisis level of $4.2bn, they afraid of", he badly hit . growth industry in Pan- 

' Potust over a year ago, looters from the US Treasury, but the | ‘All deposit restrictions were lifted last ‘The Panamanians point out that tax liquidity crisis dried up premiums . Doce # new e 
rampaged through the stores government is still $40m short. | June. evasion is not an i le before the invasion and “the new Jaw together with income 
] that stood along the Via Ms Luisa de Soto, who han-| Offshore deposits, however, have in Panama and that privileges cannot refnsed.fo pay claims for looting losses. | cons, the ease of company 
Espana and elsewhere through- dled the Club of Paris negotia. | only pulled back to some SS. The : ——— incorporation, the presence of the off- 
out the city in the breakdown ons, a ce credit reason, bankers say, are the stalled Panama is a natural fin jal bridge t at in Latin America shore finance centre and the local 


of law and order that followed flows from the mul _avallability of skilled financial and 

























the US invasion. Looting cost bilateral institutions can be | Legal Assistance Treaty (MLAT). The nt and the English-speaking world: . fanaa 
the business community an reestablished, a menu. of | Panamanian authorities ee : eng : ng ve a WAS - Tegal experts now make Put ee 
estimated $500m. options will then be offered to sign a treaty which will lift Panama’s Cee nee eee ee eee ier attractive ca coe froma cars ‘and 

“Today, there is little evi- holders of $2.3bn in commer- | strict banking secrecy regulations to be extended to a foreign government after it, arguing that a state of war operations ainery to shine and aircraft, 

Bene’ een raaaited tial. voee Ia par cont ert lees al Revariimenh: Somme Rea loin aevend <. pouches: Lowel tismners “biiged to _ Indeed, Panama's largely bifingual 

have been rep: and res- 13 per cent of i laundering investigations, but not for government. e 8,000 were a 
tocked. The recovery was on the secondary market.: - | cases of tax evasion. directly on the centre, take a similar attitude with their cli- business community and tts strong ts 
achieved with little bank A team of overseas financial “The US wants us to be an investiga- with more in related ents, creating much resentment and a dition as a ot to meke it a 
credit, little foreign aid and no = specialists have been con- | tive amm of the Inland Revenue Service, offshore i major loss in confidence. The legal: bat- . cial services will continas tine ae 
insurance compensation. tracted by the government to | a kind of fiscal, police,” complained Some $84m in economic aid is condi- tle goes on. natural business centre ans ae 

‘The choice of Panama forthe draw up the menu. “We are | head ofa commercial Jaw- tioned onthe siguing of the Treaty, but | ‘Two areas of offshore business which America and the Enelish-czs 
first Latin American outlet of trying to turn the debt from a | yers’ association which is lobbying the the Panamanian reaction, including do show promise, however, are Sec-- World. It is likely to Me or, be would have aD. 
Britain's famous baby-wear problem into a vehicle for gen- | government not to sign the - the government's, has been “If we naves, Panama’ shipping , and however, it sO fm | graphed moments after ‘an 
company is a positive sign of erating new investment flows,” | ing treaty the US desires, don’t get it we can do without it.” leasing. tance it enjoyed during its heyday assassination attempt, his 
renewed overseas confidence said a member of the team. “Such a treaty would destroy the off- —_It is noteworthy that a simflar treaty © Panama's of the 1970s and 19808. : shirt was drenched in the. 

in the country. A government plan of priva- | shore centre”, he said, a view shared, will shortly be signed with the UK but only 5m tonves of the 66m peak it ' Tim Coone | bicod of his bodyguard as be: 

- But the image of normality tisations and the scheduled : : fled from the crowbars of Gen 

is deceptive, The boom in al the former Pan- Ti c tak th : 3 1 f st Nori s litics ; Manuel Noriega’s Dignity Bat- 
retailing disguises severe ama Canal Zone govern- "an : : 
underlying economic problems ment by 1999 opens up possibil- Jim Coone takes the pulse of post-Noriega politics fakone same day, Noriega: * ~ 
— a 25 per cent unemployment ities for debt-equity ‘ u yo annulled the election results. -. - 
rate, underemployment affect. conversions, he ae Major : : - that would have brought Pan- -. 
ing a er 10-15 percent of infrastructure projects such as A f I th t ama’s democratic opposition 
the 850,000 workforce, public the proposed “Centreport”.|. 4 . y ‘i . Ford ‘ 
sector overmanning and the intermodal link, sa er p ace Wi ou an arm coalition. Ls power. far word : 
loss of ability of the public sec- power stations and even min- : . pe : ae F ice-presidential candidate. - - 
tor to finance itself.” ing projects could be con- | PANAMA’S new leaders have ae eer Bo dong tern ther Tt is hard to believe that the” |” 


The modest GDP growth of 
3.8 per cent in 1990, is largely 
attributed to the restocking of 
inventories and the termina- 
tion of previously abandoned 
construction projects. The 
most optimistic official projec- 
tions are for a growth of 6 to 7 
per cent in 1991. Measured 
against the fall of 25 per cent 
in GDP between 1987 and 1989, 


recovery is slow and only mar- dies and carrying out fiscal is links party’s Mr Billy Ford, the Sec- MA 

ginally greater than the popu- reform.... We do. not expect mounted of, his. no Peto ond Vice President and.plan- | as leader of the: majority 

Jation growth rate. internal demand to provide the | dealing and of wi cor- ning minister. .. _ f Christian ‘Democra's. task af 
The new government growth we need, so we must | ruption within his ‘inistra- - The CD is the principal polit- | Ford who has wy aa 

achieved a surplus on its 1990 look to the export market.” He | tion. ical force in the country, fol beni Panama’ 

budget, but at the cost of for- is one of the key figures bebind - lowed by Molirena, a t - Mr Focd, 54, is an old hand.’ .~ 


eign creditors who have not 
received payment on their 


Joans since 1987. Of the govern- Eastern capital in Panama ' P4O., : 
ment's $4.2bn foreign Sent 60 with a view to reexporting to | Unemployment will The Canal needs — but he represents that new . - 
Pe avessful debt rescheduling bag gh yea Treason he sees remain a long-term policemen, not ee ideas who 
this year is therefore vital if sluggish internal demand as Political threat soldiers committed to reforming state 
the economy is to be stabilised. not providing adequate oppor- | quamuuegEeEe bureaucracies and giving th ae 
a complex chain of negotia- funitios f for growth. rte Cr sic Vike anes private sector more breathing... 
ions lies sceptical of Cen erica Noriega with neo-] . > . -- 
Agreement was reached in becoming a viable market and ea Few ae oe they hold the ity in the His background is in bank- 
November last year with the of its recent efforts to draw | recover, ; Assembly. - | ing and insurance, and back im: 
Club of Paris to reschedule Panama into a new regional But last month, in a remark- . % The by-election results, | the 1960s he helped draft the 
$530m of bilateral debt over 10 trading block. “No decision has | ahie comeback, it won five out though, were a core legislation that trans- 
years with an initial five year been taken to integrate into a | of nine vacant seats in by-elec- of what is likely to happen in } formed Panama into an inter: 
grace period. Interest pay- Central American block, | tions to the National Assem- 1994 if the unemployment national financial centre. : 
ments will begin in the second although wedre taking stéps | bly. The ‘poll has been - lem is not resolved Hf He has radical plans for’ 
uarter this year. The deal will to coordinate with the other | described as the cleanest’ elec- + Mr..Fo. Hy: imple- | Panama’s economy, hich fee: 
‘all, however, if a further countries, But no way can this | tions in. Panama for'30 y ments si adj quently. clash with Mr Ss. . 


$610m of overdue payments to 
the IMF, World Bank and Inter- 


Tim Coone | founder, as ; Ee : : 
jos, apparently: ti: have a General Noriega (left) and President Guiflermo Endara: the dictator and the democrat ‘ rapidly, he will probably backbone of his _ 
wing. ss ' ; emerge as the centre-right's political machine ji, 
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structed on leased sites using 
debt-conversions to buy the 
Jeaseholds. “We intend to give 
marketable solutions,” he said. 


Meanwhile, Mr Billy Ford, 


the planning minister, points 
to efforts to rationalise the 
public sector and to streamline 
the economy for export-orien- 
tated growth. “We are elimi- 
nating monopolies and subsi- 


the promotion of maquilla sub- 
assembly industries with Far 


be done overnight.” 
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learned that one can never be 
complacent in politics. 

Almost two years ago, the 
Revolutionary : Democratic 
Party (PRD) stole the general 
elections in a futile effort to 
stay in power. It had been 
soundly. defeated after being 
discredited by its uncritical 
support of General Noriega, as 
evidence and accusations 


The electoral.fraud simply 
hastened the downfall of Gen- 


With Noriega out of the way, 
the ideale “ot the’ party's 
for : Omar Torri- 










brand of politics by founding 
the PRD in the early. 1970s, as 
an electoral, alternative to the 
traditional parties: which were 
dominated . i 

e class 
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with recycled petrodollars. The - 


army brought roads, health 
clinics and housing to. rural 
ce. ihe PRD became associ- 
ai with these es. 
The PRD was initially a 
political wing of the Panama- 
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According to Mr Carlos 
Duque, a former Noriega asso- 

The PRD now has 12 seats in 
the 67-legislative assembly, 
more than President Guillermo 
Endara’s own Authentic Lib- 
eral party. 


ciate and presidential candi- 
the PRD in 1989, wn 


date for 
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achieve Torrijos’ original goal.” 











erately as the compromise can- 
‘date for president within the 


. Democrat (CD) leader 


Ricardo Arias, who ig the Inte- 
rior Minister and first Vice 
President, and the Molirena 


tional “caudilio” party with 








tance of 
and brings in new investment 


front the re-emergent PRD and 
its smaller ally, the Labour 
Party, at the polls. In the’ 
meantime, they must try to 
maintain unity. 

Perhaps the most positive 
reault of the by-elections is 


that the PRD will now be. 


encouraged to drop its milita- 
rist image. Thousands of PRD: 
members received military 
training during Noriega’s 


:] three-year, confrontation with 
.{ the US in the so-called “Dig- 


nity saree A small 
group, possibly linked to thi 

claimed cones attack for a 
recent attack against 
the US embassy in Panama. 
According to Mr Ricardo Arias, 


The new police force was 
created out of the defeated 
PDF, but half of its former offi- 
cers have been replaced and 
we ovale is pow confident of 

ty: “I expected mans 
problems with the police after- 
wards, but on the contrary it 


relaxed and confident plan- 
ning and economy muuistor 
who now greets you: : 
same map. Since taking office. 
in January 1990, Mr Ford has: 
beco: i inter pares th - 


me PTUs 7. 4 
Panama's ruling triamvirate., : , 





Although Mr Gui \ 
Endara ‘holds the presidenc 

and the interior ministry went: 
to Mr Ricardo Arias Calderon 


















in politics — he was exiled by . 


General Omar Torrijos in 1976, - 










Businessmen are the 


He wants to put the state- 
ran water, electricity and tele- 
phone services on a commer- 
cial footing and privatise other 
loss-makers, such as sugar 
mills and a cement plant. Mr 
Arias Calderon fears this will 
incar the wrath of the public — 
sector unions. Mr Ford also 
wants to lower import tariffs, 
even though he recognises 
that it will hurt local la = 

A year into the Endara 


remain unresolvea. Mr Ford's < 


outspoken, no-nonsense 


mies. is not a rab- — 
but 


ble-rouser or a 


Pansma continues to offer Is 87% of the : 

INSURANCE COMPANY IN PANAMA. wreditions]! edvantages for over mi ‘ however, there are no “organ- | he hk; ae 
EDIFICIO HATILLO, Calla 95 y Av. Cuba doing business through Pane- established Banking ised” groups, . interests “by” speablig bin 
institutions in the 

country. Throughout 


mind,” says a friend. His | 
ngest support comes from 
businessmen, who see him as &.. 
competent administrator and 


also form the backbone of Mr 
Ford's Liberal Movement of 
Nationalist Republicans Q@ifoli- - 





i development of the appears to have consolidated | rena) right party 

In Londonon: = Tels (G71) 873 3447 Fax: (071) 873 3079 ‘Strict confidence Banking center in the commitment to change.” launched in 198%" : 
i ont Beas tg For further and free brochi i Pana: insisting Panama would If cceeds in -gen- 
IF YOU NEED A PROFESSIONAL FULL-SERVICE BANK Our business representative in Panaina write ta: o Republic of Panama “never have another , be ecating canine ‘ecm and 
UN PANAMA CONTACT: : JUAN MANUEL HANDAL : INTERTRUST and will continue argues that with the ending of | employment through his eco- 
(Can also provide survey and rum of paper advertising formation ‘i ; PO Box 7440 delivering excellence tec ras Cane a military nomic reforms, he could 

anam ‘y erge 
He can be contacted on: reli G4EAGA. Pax: @aeaens - for the years to come. and there is no need fora mili, | tend& ic the Drealdency. in 
Tel: (507) 693754/649143 Fax: (507) 696857/691814 Cable: INTEATRUST tary force. “Its defence can be | the 1994 elections Me do: mi 
P.O. BOX 52, PANAMA 1, PANAMA. ‘Telex: 2708 INTRUST PG france’ fo 8 policing opers- / and Mr Arias Calderon, who 
e Please ask about other Financial Times Publications os the removal of the mili- ond eee the poste 2 ae 
oe .Banaico . = tary from x Politics | it is too early to. start airing 
Banco Agro-Industrial : EPethaps the single most sig- } presidential Sianbitions Both 
gr0-Industrial y Comercial de Panamé, S.A. SU 7} Banco Cafetero placer change that has taken | are holding thelr cards close t0 

7 CRE y SUCRE c such there can at least be hope oe 

OFFERING A COMPLETE RANGE OF tare. 


Lesley Crawford 


¥ 





| 
E 









i 


wf 





ARNE ALA AEG est mPe DE ABRTEN VPN D28 “Dest Neb QPE SPROEOUURE HE RLQEONE MADR AEMGLC Hey AIGA ADE ORE een aE 














PANAMA 3 


2 





complete opera- 
administ ation 
’ appears to have given little thought to 
what Kind of body will run it, or ton 


tional 
., Ggnal contro! of th 
*-Gaillermo Endara’s 


the US ambassa. 
aie 
: plinning ning, Eee Reed for some forward 
s 5 it is a 
pals sabiect though the 
~ Decisions will b 
whether. the Canal will become an 
/ ditect governttent comtseds ae anet 
: ntrol: i 
wil-continue pees ; Whether it 
- ~ Service’ international ipping 
, Whether it should be tuned into a 
, profitable commercial enterprise. 
Shipping agents, worried by the 
lack of direction, fear that Panam: 
_ tian governments after the year 2,000 
-' may be tempted to use the Canal as a 
milch cow, and that tolls may be 
increased arbitrarily. 


Panamanians admit that the 1980s 
were a lost decade with regard to pre- 
‘pating for devolution. The political 

lence of the Noriega years made 
a.shambles ‘of taking over the ports, 
the ‘trans-isthmus railroad and lands 
Lory eae! by the US government 
Canal Trea! which took 

effect in 1979. fe 
. Mr Adrian Holmes, director of 
perations at the shipping nts CB 
Fenton, says that the Panifie port of 
Balboa, beside Panama City, has 
slipped from being a mediocre port to 
¥2 poor port over the past 20 years. 
i? “The word maintenance does not exist 
in: the ma vocabulary”, he 
says. The facilities are inadequate. the 
.charges exhorbitant and Balboa can 
no longer compete with rivals such as 








THE PANAMA CANAL 





In search 


Miami, Kingston or Cartagena. It can 
take five days: to move containers 
across the 80 km trans-isthmus rail- 
Toad.. Even Mr Billy Ford, Panama's 
planning and economy minister, says 
he would “rather walk” than travel by 
train. Mr Ford estimates $30m are 
needed to modernise the railway. 

It is unfair to lay the blame for past 
negligence on the year-old Endara 
government, but shipping agents are 
anxiously waiting for signs that the 
new administration will make up for 
lost time. 

“What we need is a masterplan,” 
says Mr Ford. He would like to open 
the former Canal Zone, a five-mile 
strip of land that runs along the 
Canal, to international bidding for the 
construction of airports, heavy indus- 
try and container ports. “Panama has 
to start thinking big,” he says. 

The war in the Guif is also concen- 
trating minds on the future defence 
requirements of this vital world ship- 
Ping route. The US Southern Com- 
mand (Southcom), which is based in 
Panama, has stepped up security fol- 
lowing Iraq's threats to attack US 
interests worldwide. There is no big- 
fer or more obvious target than the 
Panama Canal. 

Under the Canal Treaty, the US 
must withdraw its 10 military bases 
and 10,000-strong force by the turn of 
the century. This could be reviewed. 
General Noriega’s defence forces were 
dismantled after the December, 1989, 





of ama 


sin 


Tight squeeze: the Queen Elizabeth 
Il in one of the Canal’s locks 


US invasion, and the new government. 
is trying to build a civilian police 
force from scratch. 

Apart from the lack of preparation, 
Mr Ricardo Arias Calderon, Panama's 
interior minister, is worried about the 
cost of protecting the Canal. Nobody 
in the present government, whose 
mandate expires in 1994, wants to dis- 
cuss Southcom's departure. It will be 
left for the next president to decide. 

Political considerations aside, the 
Canal will also have to respond to 
changing trade patterns and to tech- 
nological advances in the transport 


sterplan 


industry. The Canal has already lost 
much of its container business to the 
US Intermodal Network. This is a sys- 
tem whereby container ships from the 
Far East unload their go on the 
west coast of the US, which are then 
carried on double-stack trains to mid- 
west and eastern states. 

The Intermodal Network is cheaper 
and about a week faster than the all- 
water route through the Canal. 
Almost all automobile parts now 
move through the Intermodal Net- 
work, as do costly items such as com- 
puters and audio-visual equipment. 

Container cargo, however, has 
never exceeded 15 per cent of the Pan- 
ama Canal's business. Bulk commodi- 
ties, such as grains, coal, sugar and 
fruit, will continue to use the Canal 
for the foreseeable future. 

The Panama Canal Commission 
(PCC), the US government agency in 

of operating the wntil 
the turn of the century, foresees great 
changes in world trading patterns as 
a result of the end of the Cold War. 
Mr Richard Wainio, the PCC’s direc- 
tor of executive planning, believes 
that irrational trading relations will 
be rearranged once political obstacles 
are removed. 

“Trade will become more efficient,” 
he says. “It does not make sense for 
Cuba to supply sugar to China instead 
of the US and for the Philippines to 
supply the US instead of China." 

Nevertheless, Mr Wainio believes 


the Canal will still be a huge opera- 
tion after the year 2,000. Some 40 
ships crosa the Canal each day and 
about 150m tonnes of cargo transit 
through the waterway each year. This 
is down from a peak of about 186m 
tonnes in 1982. The growth in traffic 
has been slower than expected, and 
this has made the search for alterna- 
tives to the 77-year-old Canal less 
urgent. The crunch in shipping 
demand is not expected before the 
year 2007. 

Panama, Japan and the US formed 
a tri-partite commission in 1986 to 
study various alternatives, including 
a new sea-level waterway, trans-ship- 
ment facilities or a new set of locks 
for the Panama Canal. The estimated 
$30bn cost of building a new water- 
way almost rules out this option, and 
Mr Wainio does not envisage any 
rival to the Canal at this stage. 

The Canal would be able handle 
more ships if it were to build a new 
set of locks. But the most pressing 
demand, given rising shipping costs, 
is to reduce the “average” transit time 
of 24 hours. This could be done by 
widening the eight-mile Gaillard Cut, 
the Canal's narrowest passage that 
slices through Central America’s 
backbone. Two big ships cannot pass 
each other in the Gaillard Cut, and 
this slows down traffic. 

Mr Wainio expects the PCC to come 
to some decision on the widening of 
the Gaillard Cut this year. The project 
may be put on hold, or it could be 
given the green light. However, the 
PCC may not wish to begin a 
long-term investment project that 
would continue beyond the end of its 
Jurisdiction in 1999. 


Lesiey Crawford 


Population . 
Head of state 
Currency ... 


Total GDP ($m) 
Real GDP growth (%).. 
GDP per capita (5). 


Canal earnings (Sm). 
Ship registry (m tonnes). 


5,990 sq km 

2.4m (1990 estimate) 

.. President Guillermo Endara 
. Balboa, at par with $ 
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Source: IMF, ElU. Panama Canal Commission, Panamanian 
government, US Chamber of Commerce 








..Lesley Crawford on the trade zone at the world’s crossroads 


_. Where taxmen feared to tread 


THE abandoned ' customs 
police headquarters in the 
Atlantic port of Coldn still 
bears the scars of the 1989 US 

. invasion. This former strong- 
hold’ of General Noriega was 
oa _ set on fire and rid- 
,{ Ged with bullets, bringing a 
+ @ramatic end ‘to the corrupt 
administration of the biggest 
free trade zone in the western 


without, Mander the-conater 
payments to the’ mili 
administration. The same off. : 
cials would torn a blind eye to 
ingrained that. the military 
- the 
formed 


tion took over’ the Cold Free’ 


Zone following Noriega’s 
downfall.” Mr“ J: alin make i 


of Panama's planning and 





economy’ minister), says his 

worst problem was battling 

the endemic corcuption. 
lowever, he is very optimis- 
about 


island of Aruba. It is doubtful 
whether they ever got there. 
Colombia is the main outlet 
for smuggled goods, as cocaine 


ment are increasingly in 
demand. 


The Free Zone, separated 
from the town of Colén by 


IF democracy takes root in 
Panama, it will be as much a 
US creation as the Noriega 


| regime that preceeded it. 


Washington appears to have 
decided that the best defence 
for the Canal, once its 10,000- 
strong military force leaves the 
country at the turn of the cen- 
tury, is a stable Panama with 
strong democratic institutions 
and a healthy economy. 


tic future of the Free barons find this a convenient high walls and barbed wire, This represents a U-turn in 
Zone, the second-biggest duty way to launder their drug emerged relatively unscathed | US policy. Ambassador Deane 
trading port in the world money. from the US invasion because | Hinton says that, in retrospect, 
after Hong Kong. In 1990 it Besides smuggling, the heavily-armed merchants | having Gen Noriega on the 
enjoyed a record business secret of Coldn’s success as a i round-the-clock vig- {| payroll of various US 


year: $5.8bn of goods passed 
through the Free Zone, $2.7bn 
in imports and $3.1bn in re-ex- 
ports, # 23 per cent jump 
above trading in 1989. The 
traders 


free port lies in its strategic 
location at the Caribbean out- 
let of the Panama Canal. 
Exporting companies from the 
Far East use the Colon Free 
Zone as a distribution point 
for their Latin American mar- 
kets, and so, increasingly, do 
European co 


ils to defend their interna- 
tional emporium. As 4 result, 
they were able to avoid the 
widespread looting that swept 
Panama City. 
The contrast between the 
Blossy shopfronts inside the 
Free Zone and the town 
of Colén outside could not be 
starker. The second-biggest 


ment agencies and building up 
the dreaded Panamanian 
Defence Forces “was not such 
a good idea”. But such 
thoughts imply no change in 
Washington’s attitude towards 
Panama ever since it fanned its 
independence from Colombia 
back in 1903 in order to build 
and contro] the Canal. 


cent of the Free Zone’s busi- which.is making great town in Panama (it has a pop- There is virtually no aspect 
ness. Mr Ford shrags his in the Brazilian, Argentine ulation of 68,000) is little more | of Panamanian government 
shoul and says that all and Chilean its thana wling sium. It has | that the Americans are not 
goods leave Colén with qroper central warehouse for Latin the highest unemployment | directly involved in. The US 
permits, If ships America in the Colén Free rate (over 30 cent) and | invasion that ousted Gen 
to switch destinations in mid- Zone. Sony and Cannon are worst crime rate in the comn- | Noriega provoked surprisingly 
route and unload their building two warehouses coy- try. Even 12-year-old boys | little anti-US sentiment. Mr 
leepy Colombian ering an area of 20 hectares. carry Fans. 0 Endara was 

Panama’s lem.. Space has become so tight in The Zone is Colén's big- | sworn in as Panama's presi- 
look at: the * the..6@-hectare Free Zone and gest employer, about 10,000 | dent ona US airforce base and 
destinations for the adjoining former US airbase, le work there, but little of | his government was showered 
oust expres contims grt! France phages that there are a cueatta has permeated Lie Sioa ae aid, malcing 
year, $195m worth of now plans to open op a new walis. compa- | Panama the biggest recipient 

ic 114-hectare site called Coco nies inside pay no municipal | of US aid in Latin America. 


goods officially left for the 


, Solo for the construction of 


now trade, or are represented, 
in the Free Zone. Clothes, 
sportswear and shoes make up 
the bulk of trading, but goods 


or local taxes. The Endara gov- 
ernment decided last year that 
a smail tax would be levied on 
goeds that enter into Panama 
from the Free Zone, and that 
the monies would be used to 
improve Colén's housing and 
sanitation. To date the town 
has seen little evidence of 


US officials say this was a 
one-shot deal, to jump-start the 
country's battered economy. 
However, the sum is so huge, 
representing one and a half 
times the government's 1991 
investment budget, that Presi- 
dent Endara’s administration 
has barely begun to spend it. 


“US ASSISTANCE 


An unequal 
partnership 


role in shaping the new demo- 
cratic institutions. The US 
Department of Justice is help- 
ing retrain soldiers of the dis- 
banded Defence Forces as an 
apolitical police force. Some 
12,000 soldiers are being 

i A a new police acad- 
emy has been ed. 

_ The slow and Inefficient judi- 
ciary is being trained in case- 
load management, public 
administration officials are 
taking US courses in finance 
and tax affairs and US advisers 
are helping to draw up a priva- 


tisation 5 
US officials also report “first 


class cooperation” from Pana- 


manijans in the fight against 
drug trafficking. That is only 
to be expected, since the 
Americans bave built up an 
anti-narcotics squad almost 
from scratch in the past year. 
Panama continues to be used 
as a drug trans-shipment point 
and centre for money launder- 
ing, but drug gelmures are ris- 
ing. At times, appears 
to be little more than 2 US 
laboratory for experiments in 
“nation building”. The rela- 
tionship between both coun- 
tries is a delicate one, with 
Washington car all ane 
shots, appe: to defer 
to Panamanian wishes. 


Neither country has yet fully © 
come to grips with the implica- . 
tions of the 1979 Canal Treaty, 
which foresees the pullout of ' 
US military bases and the 
devolution of the Canal on: 
December 31, 1999 to the Pana- ‘ 
manians. 

But ambassador Hinton says - 
it is time to stop treating “The - 
Big Ditch" as a political foot- 
ball and begin preparing for a 
smooth and orderly handover. - 

At the US Southern Com- 
mand, army commander Gen ° 
Hartzog says the headquarters 
of the US military operations 
in Central and South America 
will be redeployed with no loss 
of efficiency. However, he 
believes the Panamanians have 
not taken realised the eco- 
nomic impact of the with- 


drawal of US bases. The US 
military spends about $200m a 
year in the purchase of local 


goods and services and in the’ 
salaries of Panamanian 
employees. 
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such as personal computers, 
videos, TV sets and hi-fi equip- 


improvements. 
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MONEY MARKETS 


THE TIMING of last week's 
Bank of England signal to cut 
bank-base rates came as some- 
thing of a surprise, but with 
hindsight there were enough 
indications that a rate reduc- 


While official pronouncements 
encouraged the view that rates 
would only be cut when 
inflation was on an established 
downward ‘trend, and it was 
rumoured that the Bank of 
England had told the 
banks that inflation was still 
too high, action by the 
authorities in the money 
market took a different line. 
This suggests that a decision 
to cut rates could have been 
taken during the first week in 
February. Until then the Bank 
ot England: had jiended to 
ler-help the market, keeping 
the: short’ end tight and 
disco: hopes of rate 
cuts, but on February 7 the 
* oo 2 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


Easy with hindsight 
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fact that rates on the cash + 257.50 { 258.50 - 257 50 a-3pmt | 9b 
market and prices on the 3, ah ee iar Pet 2a 
futures exchange were : 1.1% - Tass L2eLiapm } 3.35 


discounting base rate cuts of % 
ber cent and 1 per cent 
eae 

in the first two trading days 
of last week further very large 
shortages of around £ibn were 
fully absorbed. This was 

wed on esday by the 
Bank of England's offer to buy 
bills % point below its existing 
dealing rates and also to lend 
at 134 per cent. The signal had 
been given for an immediate 
cut in base rates. 

Now the downward trend 

. pressure is 
likely to increase for further 
cuts. Three-month interbank 
nudged 13 per cent at one time 
on Friday. Short sterling 
futures are looking for base 
rates no higher than 13 per 
cent by delivery of the March 
contract and for base rates of 
11% per cent by June. 
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MONDAY INTERVIEW 





Sensitive 
to public 
perceptions 


Sir John Quinton, chairman of 
Barclays Bank, talks to 


David Lascelles 


ir John Quinton has been 

a clearing banker for 38 

years, and he has never 
seen things as bad as they are 
now: the bankruptcies, the bad 
debts, the housebuyers who 
cannot pay their mortgages, 
the overall sense of gloom. And 
he sees little prospect for early 
relief. Hig economists are 
advising him not to expect any 
recovery a the end of this 

ear, possibly not until next. 

: For the chairman of the UK's 
largest bank, Sir John has been 
unusually vigorous in jangling 
the alarm bells about the state 
of the British economy. He hit 
the headlines last month by 
forecasting that the clearing 
banks would lose £2bn in bad 
debts. And last week he was 
telling a conference of interna- 
tional bankers that conditions 
are “the worst that I can 
recall” 


Bis outspokenness has, not 
surprisingly, raised questions 
about his motives: clearing 
bankers make soothing rather 
than frightening noises, so 
why is he taking such a high 
profile? He is certainly not 
political. Sir John does not 
deliver harangues about the 
conduct of monetary policy or 
make public demands for cuts 
in interest rates, much as he 
might wish for them in private. 

His interests are more self- 
centred than that. He needs 
constantly to remind his cus- 
tomers, his shareholders and 
his staff that Barclays is under 
heavy pressure, as his 1990 
results wil) show next week. 
Only last Friday, he was buf- 
feted by the news that Stan- 
dard & Poors had cut his 
prized triple A rating because 
of the damage caused by the 
recession. “it's difficult to 

le with that,” he said. 

ts day will bring two 
much-awaited pieces of news. 
Barclays staff will be told how 
many jobs the bank needs to 
cut to bring its costs down to 
acceptable levels. Sir John 
warns it will be several thou- 
sand. Shareholders will also 
hear about their dividend. 
Although Sir John has said in 
the past that he wants to main- 
tain an increase of 5 per cent a 
year in real terms, he stresses 
that this is “over a period” and 
may not happen every year. 
Banks which pay out dividends 
they cannot afford could start 
frightening away their deposi- 
tors, he says. 

But there is more to his 
speechifying than a wish to 
prepare people for the worst. 
His comments also have a 
defensive tone; they suggest a 
vulnerability to criticism for 
the way banks are handling 
the recession - for the way 
they might even have contrib- 
uted to it through profligate 
lending in the late 1980s. 

Barclays itself could have a 


case to answer here. In the 
period 1985 to 1969, when Sir 
John became chairman, Bar- 
clays nearly doubled its bal- 
ance sheet from £65bn to 
£128bn, an unprecedented rate 
of growth which propelled it to 
the top of the clearing bank 
league table. It was a phase 
when Sir John - an outsider 
to the traditional families 
which have run Barclays for 
generations — breathed new 
life into what had become a 
sleepy bank. 

But Sir John is quick to 
teject suggestions of irrespon- 
sible behaviour. “We are 
responsive to demand. We 
don’t force money on anyone. 
Strats of ending. be tos 
expansion of , but how 
he can be blamed is argu- 

Barclays’ dilemma, like that 
of all the banks, was that 
self-restraint during those 
gung-ho years would have cost 
it valuable market share, and 
it was determined to catch up 
with its arch-rival, National 
Westminster. In these more 
competitive times, the nods 
and winks from the Bank of 
Engiand, which kept things in 
order in the past, no longer 
have the same effect. 

“It’s such a different market 
now that controlling the credit 
boom is more difficult. It was a 
mistake to take off restrictions 
on equity withdrawal [allowing 
homeowners to borrow against 
the value of their houses]. That 
released £20bn into the econ- 
omy. The controls had never 
been 100 per cent effective. But 
even a 60 to 70 per cent success 
rate would have done.” 

Should those controls be 
reintroduced? “They could be, 
and if they were we would pay 
attention and obey. But is 
there a political will to do it? It 
would not be popular with our 
customers.” 

But now that Barclays’ 
expanded Ioan book has shoul- 
dered Z with a anding bad 

lebts, how are manag- 
ers with them — the 
hard-pressed businesses, and 
the private ais who can- 


not ae their ? 

“We always try to be as help- 
ful as passible. The last thing 
we want to see is a customer 
go bankrupt, for lots of rea- 
sons, not least because that 
reflects badly on our profes- 
sional judgment in ing a 
loan in the first place. Unfortu- 
nately, a lot of the businesses 
formed in the last five years 
have found that the collapse in 
demand means they cannot 
survive. There comes a point 
where it is in the interests of 
the customer for us to stop 
things going any further.” 

How far is Barclays pre, 
to go to help companies 
through? “That is dictated by 
how long it is until we see a 


“We don’t force money on anyone’ 


revival. With recovery forecast 
for early 1992, if a company can 
soldier on, we will endeavour 


. furnishings 
business last week. Sir John 
agrees that this is a 
route, though he is not enthu- 


PERSONAL FILE 


1829 Born in Norwich. Edu- 


cated Norwich School 
and St Johns Cam- 
bridge. 

1953 Joined Barclays. 

1960-61 Seconded to Société 
Générale in Paris. 

1964 Manager Kings Cross 


branch. 
1965-87 Seconded to ministry 
ith 


of health. 
1969 Regional director, Not- 
tinghamshire district. 
1971 Regional general man- 


ager, 
1975 General manager and 
rector. 
1982 Senior general manager. 
1985 Vice-chairman. 
1987 Chairman. 


PE ET 
siastic because he prefers 
banks to have a more arm’s 



















bank support, which would not 
necessarily be the case: a mat- 
ter of the bank's assuming 
responsibility without power. 
Sir John says has nei- 
ther the time nor the skills to 
get involved in managing trou- 
bled companies, which might 
be in anything from 
tourism to metal-bashing. 
Clearly the success of the 


John is not convinced it would 
work in Britain. “There are 
superficial attractions, but 
when it comes Sowa tot it is 
not so practical. I am keen 
to see ies being handed 
craton 


In that case, what should 
troubled companies be doi 


ensure the greatest measure of 
support from their banks? 
“They should get to know 
their branch manager, and he 
should get to know them as 
much as possible. They must 





Not enough for government 
to pass the buck on Fimbra 


he threatened insol- 

vency of Fimbra (Finan- 

cial intermediaries, 
Managers and Brokers’ Regula- 
tory Association) is hardly a 
positive advertisement for 
those seeking to foster the self- 
regulatory habit in financial 
‘services in preference to gov- 
ernmental regulation by a stat- 
utory agency. Indeed, many 
will point to Fimbra's situation 
and ask why the Financial Ser- 
vices Act 1986 was ever consid- 
ered the right option in estab- 
lishing the framework for a 
new financial i 
to 


regulation (if it could be so dig- 
nified) had developed in a hig- 
‘pledy-piggledy fashion. It was 
portrayed by Pro- 
‘fessor LCB (Jim) Gower, who 
was appointed as a one-man 
commission in 1931 to conduct 
a review of the protection 
Tequired for investors. 

Prof Gower wrote: “Compli- 
cation, uncertainty, irrational- 
ity, failure to treat like alike, 
infexibility, excessive control 
in some areas, and too little (or 
none) in others, the creation of 
an elite and a fringe, lax 
enforcement, delays, over-con- 
centration on honesty rather 
than competence, undue diver- 
sity of tegulations and res. 
‘tors, and failure overall to 
achieve a proper balance 
between government regula- 
tion and self-regulation.” 

This chronicle of defects 
could only have prompted 
abandonment of what was then 
in play. But what to put in its 





? 
The framework for any new 
system rejected the single, 


powerful ital agency 
along the tin es of the US Secu- 
rities Exchange Commission. 
Instead, there was put into 
effect a system of 

based, statute-backed regula- 
tions”. The 1986 act prohibits 
the carrying on, or purported 
carrying on of in busi- 
ness without authorisation or 
exception. Under the act, the 
power of authorisation is 
vested in the secretary of state, 
but he is empowered to trans- 
fer this and other functions to 
a practitioner-based agency 
designated by him which 
matches a number of statutory 
criteria. 

A three-tier pyramid was 
established At its apex stood 
the minister. A Securities and 
Investments Board (SIB) 
formed the next tier. This is a 
single agency operating 

ugh a number of self-regu- 
latory organisations (SROs) of 
which Fimbra is one. Neither 


SIB nor the SROs are the crea- 
tures of statute. The has 
jotiiscy ans, registered ‘cum 
as a com- 

pany, while the SROs have 
en formed BIB roveenith ; 
with a view to SIB on. 
While the emphasis is 
clearly based on self-regula- 
tion, that is reinforced by the 
criminal and civil law in rela- 


z 


investors that the threatened 
insolvency of Fimbra. 

The resort to self-regulation, 
instead of direct governmental 


“regulation, has always engen- 


dered a fear of government dis- 
interestedness in the regula- 
tory system at two levels 
because, as the sponsor of self- 
regulation, government is seen 
to abdicate its role as guardian 
of the public interest. That fear 
can be, and is dispelled, by the 
elaborate structure of supervi- 


itself from the remedies for 
breaches of conduct, 
Preventive action as failed. 


plied to meet unexpected 
demands upon: them? Here 
there is a need for governmen- 
tal involvement 


Louis Blom-Cooper 
a Qc 











Economic Report 

dent, a document of some 
importance in US economic 
life. ‘The report pro- 


“It's strange. On the one 
hand banks are viewed as sta- | ¢ 
ble, le national insti- 
tutions, and a credit to Britain. 
But on the other we get critic- 
ised because we don't help 
businesses and don't give the 
service that’s expected. No one, 
at the end of the day, loves a 
money lender. Our research 
shows that we're either a tre- 
mendous asset or a slight 
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lems. The recession is por- 
trayed as a blip — a temporary 
interruption in the onward 
march of prosperity. The 


He seems not to recog- 
nise Japan’s pre-eminence in 
the consumer el mar- 
ket. 


The impression created is 
that the Winited States’ few 
i — such as 


im health care or aa - 
can be readily so! y an 
additional dose of effective 


free-market principles are still 
not being applied ruthlessly 


Yet neither the analysis nor 
the policy recommendations 





growth not 


credit protection. 
Call our UK Market 
your broker. 


Midland Bank pic 


Anconporaind wath Smitad Baily in Enghengy 


For the three months from 
February 15, 1991 to May 15, 
1891, the Notes will cary an 
interest rate of 19.2875% p.a. On 
May 15, 1991 interest of £162.00 
wit be due per £5,000 Note and 
£1,619.98 In respect ot £50,000 


Note for Coupon No. 20 


Citibank, N.A. (CSS! i 
‘geri Gon 


Note Issuer (No.1) 
Amsterdam B.V. 


For the thrce month period fram 
(Sth February, 1991 to 15th May, 1991 
the Notes will bear interest at the reur 

of 13% per cont. per annum. 

‘The Coupon amount per £25,000 

Note will be £830.57 payable on 

15th May, 1991 


Morgan Grenfell & Co. Limited 
Agent Bank 





58% of Chie Exec 


advertisi 
336 or tax OF ST, 





If your business is 
worth doing, it’s — 
worth doing well. 


Keep your business in shape with Trade Indemnity. 
Obtain quality credit assessments backed by 
insurance for your sales from the UK leader in trade 


TRADE INDEMNITY PLC 


071-739 4311] 
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"t get ahead. a * 
re 
ev ing 1S i aie 
mingly well, Dr Boskin should 
have explained why many. 
Americans have experi . 
static or declining living ; 
dards in recent years. He 
might also have addressed the. 
plight of those at the bottom of 
the social heap. Why are 31.5m 
Americans, 13 per cent of the-:..- 
population, living below the — 
official poverty line? Why is: 
this percentage significantly . 
higher than in the early 1970s? ° 
Why are 31 per cent of black: 
people still in poverty? Why. is: 
little being done to alleviate-a. 
jobless rate among black teen, 


Bi 
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Yomaichi International ._- oe: 
(Europe) Limited, Agent Bank. | ° 
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Business software — 

advertising appears. °|_ 

every Saturday in the -}. . 

WEEKEND FT. -” 

For advertisement details * |" 

please telephone .-° | - 
Mark Hail Smith =. | 

on 071-407 5752 ‘ 
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